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To my family ... 
My mother, Ida 
My wife, Lily 
My daughter, Joan 
My son, Eric 
My brother, Jack 

I dedicate this book. 


Fo rewoO rd 


I AM INTERESTED in this book because it concerns itself with 
a method, industrial progress, and with an objective, world 
peace, dear to the heart of every American. Permanent 
peace is more than just a dream to which every man aspires. 
Like all great objectives, it must be purchased the hard way, 
through stubborn campaigning and patience and great sac- 
rifice. No one can say now what the price will be, but it 
cannot and must not be one that will cripple the American 
economy. Let us not foolishly destroy our fighting strength. 

Being neither a financial expert nor an economist, I feel 
that I cannot endorse Mr. Javits’ figures as to the contribu- 
tion which the United States must make. My chief interest 
lies in the book’s challenge to a more active industrializa- 
tion of those countries of the world whose people need such 
progress and such help as we can give them. Our most 
helpful contribution to better living and working standards 
in other countries will continue to be our own example of 
a sound American economy. 


New York 
January, 1950 


Cuaryues E. Witson 


Prefac € 


WHEN THE MarsHALt PLAN ends in 1952, Europe will be 
as badly off as it was in 1938, the last year of peace before 
World War II. Hence, the ERP will have failed to insure 
the economic prosperity and stability of Western Europe. 
Similarly, when the Point Four policy proclaimed by Pres- 
ident Truman is put into practice, it will fall far short of 
its goal. So, too, will the World Bank as it continues its loans 
and the United Nations Economic Commissions as they 
allocate funds to underdeveloped areas. 

The reasons for these tragic and transcendent failures are 
not to be found in lack of good will or in lack of awareness 
about the hunger and poverty which plague too many parts 
of the earth. They are to be found rather in lack of imag- 
ination enough to grasp the magnitude of the task of world 
economic recovery, reconstruction, and regeneration and 
in lack of boldness and gumption enough to carry out that 
task on the stupendous but indispensable scale that condi- 
tions demand. 

In direction and intent, the Marshall Plan, Point Four, 
the United Nations Economic Commissions, and other or- 
ganizations dealing with global economy are altogether 
admirable. Necessarily, in their implications and responsi- 
bilities, the Marshall Plan, Point Four, and United States 
participation in the United Nations form America’s oppor- 
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tunity and America’s destiny. If she refuses to accept and 
enlarge the role which they symbolize, it will mark the 
beginning of the end for the United States as a world power 
or perhaps even as a sovereign nation. Unfortunately, to- 
day, all these agencies—commendable in principle—are in 
effect wasteful and even dangerous. For all of them are 
only pump-priming affairs. They do not provide sufficient 
money, sufficient know-how, and sufficient coordination of 
effort between governments and private business to begin 
remotely to accomplish their objectives. Above all, they do 
not sufficiently recognize the vital and vitalizing role of 
credit in the modern world, that credit which is the gonadal 
hormone in the economic body, national or international. 
Their administrators and advisers concentrate too much on 
wages, prices, currency, freight-car loadings, and produc- 
tion indices rather than upon credit which is the creator of 
all these. 

In a few years, therefore, the peoples of the world will be 
facing a new crisis. It will be infinitely more profound and 
pervasive in its impact and implications than even the diffi- 
cult readjustments that followed World War II. The United 
States particularly, as the moral and economic leader of the 
West, will have raised hopes that will not be fulfilled. Thus, 
we will find ourselves in a perilous predicament. An oppo- 
site and opposing philosophy, that of totalitarian com- 
munism, will then really begin to exert its blandishments. 
The peoples of the world will say, in effect, “‘we have tried 
everything else in our search for economic security and 
advancement; there is no other alternative; this will have 
to be it.” 

This book represents one man’s striving to avert that 
ultimate calamity. It offers, in essence, a new social inven- 
tion. It is simply the creative and conscious and cosmopoli- 
tan use of credit with a scope and speed never before envi- 
sioned. It is this new use of credit that will afford an 
effective and practical way of achieving the ends now in- 
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adequately pursued by United States foreign economic 
policy: to contain the spread of communism, to expand 
world trade, and to buttress world economic stability by 
means of diffusing economic well-being, American model, 
around the globe. 

This invention is not presented as a panacea, as a single- 
shot cure-all, but rather as a new ingredient which, when 
added to the mixture in the retort of world economy, can 
serve as a catalytic agent crystallizing and carrying the 

whole toward the building and preservation of peace— 
peace by investment. 

The urgent need for peace by investment was set forth 
by President Truman in his inaugural address in January 
1949 when he first announced Point Four as a part of 
American economic foreign policy. ‘Economic recovery 
and peace itself depend on increased world trade,” he then 
declared. “Our aim should be to help the free peoples of 
the world through their own efforts to produce more food, 
more clothing, more materials for housing, and more 
mechanical power to lighten their burdens. The initiative 
is ours. With the cooperation of business, private capital, 
and agriculture in this country, this program can greatly 
increase the industrial activity in other nations and can 
raise substantially their standards of living. Such new 
economic developments must be devised and controlled to 
benefit the peoples in the areas in which they are es- 
tablished. 

“Guarantees to the investor must be balanced by guaran- 
tees in the interests of the people whose resources and 
whose labor go into these developments. Greater production 
is the key to prosperity and peace, and the key to greater 
production is a wider and more vigorous application of 
modern scientific and technical knowledge. Only by help- 
ing the least fortunate of its members to help themselves 
can the human family achieve the decent, satisfying life 
that is the right of all people.” 
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Even if the proposals put forward in this book were 
adopted tomorrow, it would take at least two to three years 
or longer to achieve their benefits for world economy. In 
the face of today’s profound global economic crisis, time 
is of the essence. New needs require new answers, and since 
today’s needs are both new and global, the answers must 
be correspondingly new and global, both in idea and in 
impact. The time to act is now. 

It might be interesting to note that this book is the result 
of discussions which the author had with his friend Charles 
E. Wilson, president of the General Electric Company, 
while the latter was serving as executive head of the War 
Production Board in Washington during 1942. The original 
intention was that Mr. Wilson and the author would collab- 
orate in preparing the manuscript. However, for various 
reasons this did not take place. Nevertheless, in view of Mr. 
Wilson’s contributions, in terms of ideas and suggestions, 
he is entitled to as much credit for the development of the 
underlying thesis of this book as is the author himself. 

In the conferences between Mr. Wilson and the author, 
the question constantly cropped up “What will happen 
after the war?” and the corollary question ‘“How can the 
peace be won?” One answer, perhaps a guide to the answer, 
is to be found in the present volume. 

Although the first draft was prepared in 1943 and sub- 
sequently revised, the author wanted to check at least some 
of his major findings against conditions observed at first 
hand. In 1947, therefore, he visited France, Holland, Eng- 
land, Belgium, Switzerland, and Germany, looking at 
mines and factories, at workshops and offices, and talking 
with dozens of representative businessmen, government of- 
ficials, labor leaders, journalists, and educators as well as 
with hundreds of industrial workers, farmers, and white- 
collar employees. What he found confirmed and under- 
scored the validity of the thesis put forward in this book. 
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PEACE by INVESTMENT 


The decision for total war or permanent 
peace at this time is almost entirely in 
the hands of the people of the United States 
—not in the hands of the Kremlin. 


Blueprint for One World 


We Americans have emerged from World War II as the 
mightiest global power in the annals of mankind. Our two 
hundred and fifty leading industrial corporations alone 
outproduce the rest of the world in everything from girdles 
to girders. The dollar has become another word, an almost 
sacred word, for money in every language. However, unless 
we use this economic power to insure the peace, our tiny 
planet, Tellus, may within a decade be dissolved into motes 
of atomic dust drifting through interstellar space, or most 
of its people may perish from the “three seconds to infect 
and three hours to kill” germs of a bacteriological warfare 
more dreadful than any conjured up by H. G. Wells. 

There can be no doubt that. if peace is to prevail, it will 
have to be a peace initiated by the United States, a Pax 
Americana initially, later, a Pax United Nations. 
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Unlike the Pax Romana of an ancient day, however, the 
American peace will not be fostered by conquest but, in- 
stead, by credit. It will not be enforced by clanking legions 
but by economic aid to other nations. Nor can that aid stop 
at the point which merely enables them to rebuild their 
farms and factories and currencies and cultures shattered 
by the war. It will have to go further—it will have to go 
infinitely further. It must enable them to raise their living 
standards to ever-higher levels by applying inanimate or 
machine energy to turning out such goods as bread and 
steel. It must enable them to render such services as medical 
care and electric light. In short, the United States must 
export the ability to produce, that know-how in the indus- 
trial arts which have been here developed to new heights of 
efficiency and effectiveness. 

It is the theory and practice of this kind of industrializa- 
tion with its “billion wild horses,”’ its mechanical slaves 
from punch-press to electric eye, that grow daily in number 
and scope, that others mainly want from us. We are willing, 
and even eager, to share these things with them. But 
whether for ourselves or for others, such slaves can be 
brought into being only when investment is made, invest- 
ment in research, in construction, and in equipment at 
plant capacity—in short, that release of money which alone 
can mobilize materials, management, and manpower for 
production. Without investment, there can be no economic 
advancement of the kind epitomized by the turbine and 
the tractor. Our American industrial civilization has grown 
in terms of from one to fifty slaves per person. Our auto- 
mobiles, electric power, our gadgets, tractors, sewing ma- 
chines, all of these and thousands more have increased the 
slaves available to each of us, whether worker, youngster, 
oldster, invalid, playboy, or playgirl. 

The rest of the world has very few mechanical slaves. 
People cannot live by themselves or for themselves without 
living in themselves. Our world cannot assure peace to us; 
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therefore, we cannot have “One World” unless that is 
changed. To help alter that situation, mechanical slaves 
must be created by us for the world. The more of these we 
supply for the rest of the world, the more we supply for 
ourselves. Roughly estimated, there are fifty slaves for every 
American, but there can be two hundred slaves for 
every American within the next fifty years. With atomic 
energy, airplanes, radar, television, and God alone knows 
what, our effectiveness and efficiency can be kept multiply- 
ing almost yearly. 

Investment means credit, and we owe in large measure 
our own good society of free enterprise and democracy and 
our own high living standards to the invention of “‘paper’”’ 
credit and the uses to which we have put it. Year after year, 
it has helped us to outstrip the rest of the world in convert- 
ing natural resources into an ever more pervasive pros- 
perity.Economically, the United States has been built on 
credit quite as much as, politically, it has been built on the 
Constitution. For credit contains the power of geometric 
progression in making ever more goods and services avail- 
able to ever more people in contrast to the arithmetical 
progression of cash and carry. Credit is the great multiplier 
of human effort. It is also an act of faith. The word credit 
derives significantly from the Latin credo, I believe. Hence, 
the general definition of credit is to accept as true. The 
commercial and financial definitions of credit are (1) the 
transfer of property or funds on promise of future payment 
and (2) the amount for which a person or partnership or 
corporation may be trusted in a particular case. All defini- 
tions in actuality add up to the same thing: faith in a prom- 
ise. A ‘‘deal’”’ that involves $100 or $10,000 or $1,000,000 or 
$1,000,000,000 is possible only because one individual or 
group is willing to trust the words and numbers on a piece 
of paper inscribed by another individual or group. The 
piece of paper in your pocket, the dollar bill of whatever 
denomination, is proof of the faith you place in the promises 
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of the United States Government, in its probity, and sol- 
vency. It is this piece of paper, the sign and symbol of 
credit, and our confidence in it which bind us together as a 
people in the countless business transactions that daily 
occur—from the purchase of a pound of butter across the 
grocery counter to the purchase of a site of six hundred 
acres for the erection of a new apartment-house project. 

Investment by means of credit in today’s world is more 
than an economic method for enlarging man’s ability to 
produce. It is also an expression of faith in his ability to 
banish want and insecurity, those primary causes of an- 
archy, violent revolution, and war. 

There are two kinds of credit or debt. One is the govern- 
ment kind used for non-productive purposes like war or 
boondoggling. The other is the kind used for productive, 
capital-creating purposes. The latter debt, credit, or invest- 
ment is the kind that we need never fear on a large scale. 
As a matter of fact, in this area, the investor or lender never 
really wants to get his money back; nor should he, theoreti- 
cally, because the more production, the more secure and 
the more successful is his return on his investment. 

The average man in the street has a confused notion 
about debt and investment by governments for productive 
purposes (like that of our Reconstruction Finance Corpora- 
tion or Export-Import Bank) in contrast to debt and invest- 
ment for unproductive purposes. Our thesis is: Debt and 
investment for productive purposes only. No great business 
enterprise has ever prospered without constantly going into 
greater and greater debt, even if that “debt” was in the 
form of common stock or equity money. 

It is up to us as the only alternative toward chaos and the 
probable extinction of the human race to invest and invest 
again in the natural resources, in the human skills, and in 
the strivings toward a free man’s freedom among other 
peoples. On a scale and at a rate hitherto almost beyond 
imagination, we must provide money, machinery, and 
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engineering and managerial talents from Philadelphia to 
Paris, from Chicago to Calcutta, from New York to Nan- 
king. We have to export not only the T-square, the welder’s 
torch, and tractors but also the techniques for using them. 
For only when we foster industrial development on this 
massive scale can we raise living standards both at home 
and abroad. The typical European peasant harvesting with 
a cradle can produce 100 bushels of bread grain from a 
year’s work. One man harvesting with a combine on an 
average family-sized wheat farm on the Great Plains of 
North America can produce 2,000 bushels from a year’s 
work. 

This means that we must consciously and responsibly 
set out to supply the leadership and the loans for the world’s 
economic rehabilitation, recovery, and regeneration. These 
have become the three R’s in the vocabulary of a new kind 
of international trade that is the indispensable prolog 
to international concord. That this is a stupendous job, the 
most challenging and difficult we have ever faced, can 
hardly be denied. Yet unless we take it on and carry it out, 
unless we buy the peace by investing in people, there will 
be neither peace nor people left. 

How can this job be done? By acting in concert with 
other countries and particularly by drawing upon the facil- 
ities of the United Nations and its specialized agencies in 
the fields of finance, economic research and analysis, health 
and agriculture; by enlarging the functions and reserve 
funds of the World Bank, Reconstruction Finance Corpora- 
tion, and similar agencies; and by fostering a climate 
abroad which would encourage American business to un- 
derwrite new foreign ventures with confidence that man- 
agement could expect a reasonable profit from investments 
of this character. 

Where should this job be done? First of all, in such key 
industrial nations as the United Kingdom, France, and 
Italy and then in such underdeveloped nations as India 
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and Brazil and other radial centers for the expansion of 
farm and factory production and of world trade. As produc- 
tion and trade in these areas increase, the net effect will 
be to transform other nations into similar focal points. 

When should this job be done? The time to begin is 
now, but the task will last for fifty years or longer. 

Who should start this job? The United States as the 
nation with most of the credit and most of the industrial 
and technical know-how. 

To be sure, this whole approach will be denounced as 
streamlined “dollar diplomacy” by the Stalinist psycho- 
paths of the Communist Daily Worker, echoing Pravda and 
Izvestia. It will be denounced as “imperialism,” as an 
attempt to transform other nations into appendages of the 
American body politic. But such red herrings of Red fisher- 
men in troubled waters will not delude anyone who is 
willing to take a tough-minded look at the world economy, 
our status as concerns it, and our stake in it. 

The American people did not seek their present pivotal 
position in world affairs. Perhaps no other nation in history 
has tried to concentrate more on its domestic concerns while 
avoiding “foreign entanglements” and everything that this 
phrase implies. The fact is that we have had our present 
preeminence thrust upon us by a series of social changes 
already visible when Woodrow Wilson was first elected 
President in 1912. 

There occurred then the shift of financial supremacy 
from the Bank of England to Wall Street and the shift of 
productive supremacy from Europe to the United States. 
In 1914, there was the drive of the Kaiser’s Germany to find 
a “‘place in the sun’’; in 1917, the Russian Revolution; in 
1922, the March on Rome; in 1929, the stock market crash 
of Black October, dark herald and symbol of world eco- 
nomic collapse; in 1933, the triumph of Nazism; and in 
1939, the start of World War II. The invisible prime mover 
behind all these upheavals and dislocations was man’s 
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failure to have his social inventions keep pace with his 
scientific inventions. This became the most tragic illustra- 
tion of “cultural lag” ever known. While his thinking and 
behavior were geared to the localized, self-sufficient eco- 
nomic community, to the province, the state, and the 
nation, his techniques of production, transportation, and 
communication were calling for organization of a planet- 
wide economic community. It was the collision between 
man’s new technology as irresistible force and his old 
sovereignty as immovable object that fundamentally has 
caused the social convulsions, the wars, and the depressions 
that have turned life into a nightmare at noon during the 
past thirty-five years. 

We in America are beginning to perceive that modern 
technology, which transcends boundary lines, custom- 
houses, and tariffs, has so interwoven our own fate with 
that of other peoples that the One World concept of 
Wendell Willkie has become daily more urgent as a prin- 
ciple for action and that the “One World—or None” con- 
cept grimly set forth by atomic physicists must become a 
goad in our loins. We are today in the position of a man 
who, to keep his own house from burning, has to put out 
fires next door and across the street. 

In order to achieve national security, we have to promote 
international security; to maintain prosperity at home, we 
have to sponsor it abroad; to guarantee peace for ourselves, 
we have to lay the groundwork, the economic groundwork 
for helping others to help us keep the peace. 

On an annual basis, it will “cost” us (investment is what 
we really mean) about a quarter as much to win the peace 
as it cost us to win World War II, on which we spent $83 
billion a year during the war years. Moreover, in the thirty- 
year period between 1916 and 1946, we spent (but failed 
to invest) around $700 billion in futile efforts to make 
security, prosperity, and peace the ruling triad for our 
times. This amount represents outlays for World War I; 
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the loss of a million man-years of productive activity; the 
funds put into WPA and the like during the depression 
which in itself derived largely from our immaturity, even 
our infantilism, as a world power; and includes the prodig- 
ious sums required by our participation in World War II. 
In other words, this staggering total, an average of $23 
billion a year, is the price we paid for the destructiveness 
of war and the non-productiveness of depression. Here we 
propose a plan to reverse that process—to invest roughly 
$20 billion a year over a fifty-year period to eliminate the 
underlying causes of modern war, namely, economic want 
and that personal insecurity which this want brings in its 
train, and to put in their place economic amplitude and 
the personal security which follows. Only this kind of re- 
construction and the new construction of the capacity to 
produce of store, factory, mill, and mine by the peoples of 
the earth for themselves and each other can generate an 
ever-expanding and self-sustaining trade among nations 
and full employment in the United States. “World Peace 
through World Trade” is more than an IBM slogan; it is 
a prophylaxis against that economic paucity which leads 
to war as inevitably as rivers flow into the sea. 

Only the United States could or would finance the next 
war or a plan for permanent peace. Either, to be successful, 
would take the same amount of dollars. War would be a 
total loss; peace, a total profit plus. Whichever one we 
choose to finance will be what the world will take, Russia 
notwithstanding. At this time, the choice is ours absolutely. 

The enterprise of investment is the great enterprise of 
our century. It takes time to build plants, to train employ- 
ees, to find markets, and to form capital on a world-wide 
basis. Any economy is an organic growth; it is not a hot- 
house affair. This means that when we deal with the resus- 
citation or reconstruction of a nation, indeed of a world, 
we should consider no period shorter than fifty years. It 
also means that we cannot think in terms of less than 


BLUEPRINT FOR ONE WORLD fe) 


billions. Above all, it means that we must think in terms 
of faith, faith in other human beings and not alone in our 
strong right arm. 

If, for example, we make a billion-dollar loan to Britain 
or to France in 1947, we should not expect any of the prin- 
cipal to come back until 1997, and then only in an amount 
spread over the period from 1997 to 2047. The interest, of 
course, should be payable in the meantime on an annual 
basis;.and the interest rate should be as low as that which 
we in the United States pay on loans of similar magnitude. 
Naturally both the amount of the loan and the interest 
and other charges will vary with the particular enterprise 
and the conditions in each country. Moreover, there is 
nothing rigid or mechanical about this proposal. It is 
offered as a guidepost and as a measuring rod in the reali- 
zation that specific application must have room to conform 
with specific situations prevailing both in the American 
credit market and in the country to which the money may 
be lent. 

There is one other point which is that, in international 
borrowing and lending, we really deal with commodities 
instead of funds. It seems to us that, once this program 
gets under way and the United States begins to need more 
and more of the raw materials which the rest of the world 
can supply, the repayment process could be immensely 
accelerated both by the capacity of borrowing countries 
to produce those raw materials and the corresponding rise 
in our own requirements—notably in oil, aluminum, tin, 
antimony, together with a thousand and one other prod- 
ucts of which we have a marked and increasing shortage. 

There are today more than 2 billion inhabitants of the 
globe. Although the United States today is worth not less 
than 1,000 billion in terms of the 1949 dollar, it probably 
took 5,000 billion to make it what it is. This suggests what 
will be required to “Americanize,” in the industrial sense, 
the more than 2 billion peoples in the rest of the world. 
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To industrialize underdeveloped nations to a point where 
they can begin to benefit from the twentieth century’s for- 
ward sweep of science and invention will need roughly the 
investment of $1,000 per person over the next five decades. 
This adds up to two trillion* dollars over the next half 
century. During the six years of World War II, the nations 
engaged in it spent approximately two trillion dollars on 
slaughter, that is, two thousand billion. It can hardly be 
argued, therefore, that to project outlays in small amounts 
as investments for peace as against expenses for war fails 
to make sense. 

Before gasping at the magnitude of this figure, it is ger- 
mane to recall that within a single generation we have 
moved from millions to billions for every type of financial 
calculation, whether for private enterprise or public enter- 
prise, whether in war or in peace. The entire amount for 
any such gigantic program of credits would not have to be 
underwritten by the United States alone. Undoubtedly, at 
the time, some of this amount could be concurrently sup- 
plied by such potent members of the British Common- 
wealth as Canada, while other portions could be supplied 
from indigenous capital in such debtor countries as France, 
once the initial extension of United States credits had 
started the ball rolling. Probably as much as a trillion dol- 
lars, or one half of the total needed, could be provided from 
such sources. The American share can with some predicta- 
bility be estimated at one trillion dollars, at 20 billion a 
year, over a fifty-year period, or about 7 percent of our 
national current income. 

The question we have to ask ourselves is simply this: Is 
seven cents on a dollar too high an investment risk to abol- 


* While in certain manufacturing and public-utility spheres the American 
investment in facilities may run as high as from $5,000 to $17,000 per em- 
ployee, the rate in wholesale, retail, service trades, construction, and amuse- 
ment concerns is far lower, often under $800 per employee. The average is 
about $6,000. One thousand dollars per person for world industrial develop- 
ment is about the lowest average we could figure that would do any good. 
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ish the plague of war from the conduct of human affairs? 
Somebody naturally has to take the first step in this di- 
rection, and the United States is the only nation today 
equipped with the economic power and the political pres- 
tige to take that step. Any such course will be neither 
alimony nor philanthropy but good business—good busi- 
ness in the sense that substantial, continuing return on 
venture capital, on investment, is good business. The prof- 
its in monetary terms can be breathtaking; the profits in 
moral terms are beyond measurement. For three hundred 
years, England was a prosperous nation because of her 
courage and foresightedness in making overseas invest- 
ments. England was the world leader for this entire period 
because she was the world banker. (See pages 81-87, 
chapter V, for the reasons for England’s decline as a world 
power. ) 

Certainly if our system of free enterprise is to flourish, 
if it is even to survive, it must obey its own basic man- 
dates and expand markets constantly, at home and abroad, 
by matching mass production with mass purchasing power 
to achieve an ever-greater mass consumption. In this re- 
spect, credit which creates wealth is the Aladdin’s lamp of 
our own civilization. To extend credit, far enough and fast 
enough and in amounts needed by nations ravaged by war 
or by-passed by the Industrial Revolution or both, is for us 
to come of age, to discharge our responsibilities as a world 
force to ourselves and to others. 

Before entering into the modus operandi of any such 
monumental policy of buying the peace with investment 
instead of burying it with blood, certain deep-seated de- 
lusions of our major ailment, namely economic illiteracy, 
will have to be dispelled. 

Faced with the immensity of world rehabilitation and 
recovery needs, some people throw up their hands and say, 
“It’s impossible. Where is the money coming from?” At 
the risk of polluting their innocence, it should be pointed 
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out that the money is coming from the place it has always 
come from—the savings and earnings, actual and potential, 
of the American people. In 1948, the American people had 
26 billion dollars in gold, 155 billion in cash in the banks, 
and the world’s greatest wealth-producing machine. In 
1939, few would have believed that we Americans could 
raise and spend 341 billion in four wartime years. But we 
did exactly that and in the process put ten million unem- 
ployed back to work, revitalized and enlarged our in- 
dustrial plant, and came out richer than ever before. Under 
a similar martial impetus, we could do the job all over 
again, for we would have faith in our ability to wage and 
win war. 

Why don’t we display a corresponding faith in our 
ability to win peace? If we can put our hands on 83 bil- 
lion dollars a year for death and destruction, why can’t we 
put our hands on 20 billion a year for amity and abun- 
dance? To contend that money-raising for war purposes is 
different from money-raising for peace purposes is the tri- 
umph of nonsense over knowledge. War is not “different.” 
After all, we have calmly appropriated 15 billion for na- 
tional defense during the fiscal year 1948-1949. 

The emergency, that of avoiding a last World War which 
will leave no historians to record it, is as great, if less 
visible immediately, as the Nazi invasion of Poland or the 
bombing of Pearl Harbor. Today, our financial resources 
are greater than those of 1941; the same is true of our man- 
power, our machinery, and our management. If we could 
sell war bonds, we can sell peace bonds, once we will have 
made up our minds to stop talking about peace abstractedly 
and to start working on it concretely. 

In embarking on a program of permanent peace by 
means of economic aid to other nations, we have to dis- 
tinguish between immediate and long-range objectives. 
The first problem, of course, has been that of getting war- 
broken and enfeebled countries back on their feet, helping 
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them to feed their hungry, to curb inflation, to stabilize 
their currencies, to rebuild and refurbish their mining, 
manufacturing, and agricultural facilities, and providing 
them with “seedbed” funds, primarily with dollars which 
today have supplanted British pounds as the world’s mon- 
etary standard. 

Countries such as England, France, Italy, and even Ger- 
many today are industrial countries. They deteriorated 
before because we withheld the capital they needed be- 
tween the two World Wars. We had our chance to follow 
through in 1928 what we had started in 1923. If we had 
continued investing at the rate of 1.5 billion dollars, which 
was the rate of direct United States foreign investment 
from 1923 to 1928, we might have avoided World War II. 

What did it profit us to turn our backs on Europe in 
1928 and stop, virtually, all loans to it? England, France, 
Germany, and Italy could not rehabilitate sufficiently with 
the comparatively small amount of aid we extended. So, 
in 1928, when we said to Europe, “To hell with you,” we 
almost immediately thereafter got the depression in 1929, 
Hitler in 1933, and war in 1939. The suffering and damage 
to the world and to ourselves remain, of course, beyond 
the bounds of calculation. Our loan to Britain, UNRRA, and 
lend-lease operations which altogether have cost us around 
17 billion dollars over the two-year period following the 
war were for the purpose of saving the peoples from war- 
induced starvation. 

But in giving this immediate succor, either in the form 
of loans or equipment, we have had to be very careful lest 
we repeated the same mistakes we had made between 1919 
and 1929. During that period, we lent quite a lot of money 
to Europe. 

“The twenties,” says John H. Williams writing in For- 
eign Affairs, “were the big decade of American private 
international investment. It was our first experience and 
we did it badly. The optimism engendered by our long 


14, PEACE BY INVESTMENT 


period of prosperity from 1922 to 1929, the high interest 
rates obtainable, the easy task of salesmanship, distorted 
our vision and put the emphasis on the apparent profits 
rather than on productivity.” [October 1947] 

In other words, as soon as we gave the European nations 
a lift, as soon as we gave them a helping hand and assisted 
them to get their internal economies in working order, we 
refused to buy their goods in any appreciable amount while 
expecting them to repay their indebtedness. 

Foreigners can only purchase our wares and return 
either principal or interest on loans in the form of the 
goods they can sell us. This we would not allow them to 
do, for we were shackled to the outworn notion of a “‘fa- 
vorable balance of trade,” which means that you sell the 
other fellow more than you allow him to sell you. Balked 
by such idiocies as the Smoot-Hawley Tariff Act and un- 
able to swap their commodities for American cash, seven 
European nations “defaulted” on their financial obliga- 
tions to us. The senseless character of our behavior in this 
respect can be illustrated by a simple example. Suppose a 
war veteran comes to you for a loan to start business by 
opening a restaurant. If you cannot finance him for a 
long enough time to enable him to buy the proper equip- 
ment and to learn the ups and downs of the business or if 
you charge him too much interest, you are doing him harm. 
We did all of these things in the twenties. In this way, at 
least, we are responsible for creating Hitlerism and all it 
signified. 

In 1928, we retreated with mutterings of “never again” 
from the idea of doing business at the old stand of economic 
provincialism in which we had always indulged. What 
we chose to forget was that after World War I almost every 
nation, except the United States, was economically pros- 
trate. Germany in particular was a shambles, yet the credit 
extended to her by the United States and England almost 
magically restored her as an industrial country. Then, 
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when she was just about ready to get going on a peacetime 
basis, we pulled out. We did not even give her the first 
thing that her internal economy needed, time—time 
enough to regain her foreign trade.* 

But these small credits brought forth only a temporary 
shot-in-the-arm recovery. They did not suffice either in 
amount or duration. When the lenders, insisting on imme- 
diate profits or nothing, took fright and called their loans 
in 1928, not having given Germany funds enough, time 
enough, nor the chance to sell goods enough, her decline 
was the blow that sent the rest of the world reeling into 
economic catastrophe, a catastrophe that in Germany gave 
rise to confusion, despair, and the man on horseback. Yet 
by continuing our help, over the long pull, we could have 
saved Germany from the internal sickness that had as 
spokesmen Hitler, Goring, and Goebbels and, after the 
epidemic spread its dread infection, had its climax in 
World War II. 

When property worth billions is destroyed, it cannot 
be restored with millions. This was, of course, true after 
World War I. We tried to help rebuild Europe with mil- 
lions when the damage cost billions. In World War II, 
destruction reached tens of billions, and reconstruction can 
take place only on a corresponding scale. 

To dramatize the way in which long-term credit pays 
off, consider the experience of the Home Owners’ Loan 
Corporation. This government agency was organized in 
1933, at the depth of the American depression, to save 
people’s homes from foreclosure. For eleven years, the op- 
eration showed a loss, but when its affairs were wound up 
in 1948, it showed a profit. Given a reasonably solid situ- 
ation, sufficient credits extended for a long enough time 


* Like England, she could not possibly live or prosper within her own bor- 
ders. No industrial nation can live unto herself. That holds as true for the 
United States as for Britain, Canada, France, or Italy. In this day, even an 
agricultural country can hardly live unto herself. 
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will almost invariably do the job—the more especially 
since human beings in the main want to be honest, decent, 
and law-abiding. 

If a bomb were dropped on Detroit or Pittsburgh, there 
would be no question of how we would raise the amount 
needed to fight a new war. But we need not fight a new 
war if we invest in peace. Nothing is stronger than the 
materials that go into it. If we invest pennies in peace and 
dollars in war, we scorn the former and invite the latter. 
We must reverse our thinking. We must invest tens of 
billions in peace in order to get it. Until prospects of peace 
are assured, however, we must continue to invest as much 
every year in war preparation as we invest in peace. This 
might be a good criterion. If, in 1949, we spend 15 to 20 
billion dollars for military purposes, we ought to invest the 
same sum for peace purposes. This, at least, would be a 
substantial beginning. 

But how are we going to get from 15 to 20 billion extra 
dollars a year out of our economy unless it expands on a very 
vast scale? Huge foreign investments and, therefore, huge 
foreign markets are the immediate answer. We must pay 
for the prosperity of peace just as we must pay for weapons. 
We cannot buy a cheap war, and we cannot buy a cheap 
peace. That has been the false premise which has destroyed 
nation after nation throughout history. The people were 
misled constantly by their rulers into believing that peace 
does not take money—that only war does. It is a falsehood 
and a crime against humanity to permit this fraud to 
persist. 

The ever-increasing direct costs of war are to be found 
in the figures comparing outlays of World War II with 
those of World War I. World War II cost 1,352 billion 
dollars, nearly seven times as much as World War I which 
cost 186 billion. By looking at the cost of World War II— 
1,352 billion—we can realize how little we can accom- 
plish by talking in terms of world reconstruction loans and 
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aid of 1, 2, and 5 billion dollars per annum for the entire 
globe. 

We have ample time if we declare ourselves, but we 
dare not take counsel of our fears. We must take counsel 
only of our courage. We know that nations like England, 
France, Belgium, and Holland when they invested abroad, 
and kept up their investments, were extremely successful. 
We can add an element which makes success a certainty. 
We have a genius for treating people more intelligently 
and tolerantly than England, for example. England in the 
Far East was a failure, we in the Philippines a success. No 

dollar we invested in the Philippines is in jeopardy. 

What is required is, after all, a comparatively small 

amount of money. Put into circulation in the form of credit 
or investment, it will start wheels of production turning 
everywhere. Production means work. Work means the cre- 
ation of more money than was invested. Work brings other 
intangible things in its train, like peace, happiness, and 
fulfillment. The world is tragically in need of these. 
__ We must also realize that we are much richer today than 
we ever were. Our over-all government debt and private 
‘debt amount to some 400 billion dollars. However, we have 
three times the productive power which we had in 1929, 
_and even then our country was worth 400 billion with an 
over-all debt of 200 billion. A fair “valuation” of the 
‘United States is that we are worth today about 1,000 bil- 
lion, which means that we have a 600-billion-dollar equity. 
If you, the reader, as an individual, had a 200-billion-dol- 
lar income and a 600-billion-dollar equity, you still would 
feel like a pretty solvent man, able to do the kind of things 
‘which are necessary in a pretty big way to insure peace. 
You would not feel that 20 billion a year invested to in- 
‘sure our own peace and 20 billion in armaments to insure 
our own strength were really too much—especially if these 
‘investments and expenditures would also foster a vast in- 
‘crease in your income. 
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The dedication to victory, plus the release of huge credits 
in the form of war bonds, created miracles of production 
during the last war. This same combination with an added 
yngredient, the idealism of peace, should produce the mir- 
acle of peace. 

The enemies of peace (and the dangers to the world) 
are poverty and idleness. Their counterparts are goods and 
work. There is only one place to which the eyes of the 
world can turn for those, and for succor and faith, and that 
is to the United States. 

As a result of the program suggested here, the income 
of the United States for the next decade might well average 
300 billion dollars per year. With that kind of income, the 
spending of 20 billion a year for military preparedness and 
the investing of 20 billion a year in building the peace 
would put little strain on us in view of the issues at stake. 


II 


What the United States Must Do 


At VERSAILLES in the twenties, the Clemenceaus, the Lloyd 
Georges, and the Orlandos thought only in terms of archaic 
and nationalistic balance-of-power politics, not in terms of 
bread or self-support or economics. The late John Maynard 
Keynes prophesied that the peace of World War I would 
not last because it was a peace of diplomacy, of treaties and 
reparations, of boundary lines, of narrow interests, all of 
which did nothing to cope with the underlying problems 
of Europe’s financial structure, its lire, its zlotys, its marks, 
its francs, its pounds, and the production and exchange of 
goods among its nations. 

For that reason, too, the League of Nations was less effec- 
tive in promoting the economic stability and expansion of 
Europe than were the international bankers of a previous 
century. While the League deplored military aggression, 
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it failed to develop the one instrument that could have 
averted its rise, namely, an international economic policy 
_to which the majority of the nations could subscribe and 
which would have served as the basis for the distribution 
of materials and production-power around the world; that 
could have swept aside the ‘“‘have-not” versus the “have” 
rivalry for markets and continued existence. 

It is a saddening thought that the holocausts that fol- 
lowed in the wake of World War I were as much the fault 
of our own businessmen as the fault of diplomatic and 
political leaders. Our loans to foreign countries exemplified 
giving with the right hand and taking it away with the 
left. At the very moment we were granting credits abroad, 
our businessmen insisted on encircling the United States 
with Chinese Wall tariffs and other discriminations against 
imports, practices that reduced world trade and lowered 
living standards everywhere. Foreign trade, when it figured 
at all in the American business mind, seemed with few 
exceptions to be more romance rather than an imperative 
economic policy, an adventure rather than a necessity. 
Foreign countries seemed to offer few profit-making oppor- 
tunities as safe and as various as those at home. To be sure, 
we were pleased to sell goods abroad at a profit. But we 
did not understand that to sell abroad we had to buy from 
abroad. We did not understand that foreign trade is a two- 
way street. 

Between 1919 and 1929 particularly, our business philos- 
ophy was that of continentalism. We were the biggest 
and the best, we were different, there was a boom market, 
and the other nations existed for tourists and to supply the 
odds and ends of stuff we did not have ourselves. We 
assumed that gathering revolts and insurrections and the 
rise of Fascism and Communism and ever-growing poverty 
and distress everywhere had nothing to do with us—even 
though by then foreign concerns had become logically our 
primary domestic concern. We took it for granted that the 
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American people could acquire and maintain an unequaled 
prosperity (which was specious as it was economically 
incestuous) while half of mankind was starving and the 
rest was putting up a grim and losing fight against loss of 
jobs, idle mills and stores, with the threat of starvation 
coming ever closer. 

In 1919, we did not see and we are only beginning to see 
now that the demands of the technological times have 
made it necessary for us to be, if not ethical Christians, 
then economic Christians, that we must for our own salva- 
tion act as our brothers’ keepers. Our interdependence with 
and our dependence upon other nations is a lesson we have 
just begun to learn. Our lack of awareness of this trans- 
cendent fact of our age, which is the Atomic Age, the 
Anxious Age, and the American Age all together and all 
at once, is perhaps best exemplified by our gradual and 
even reluctant recognition that world trade is the way to 
world peace and that economic relations precede political 
and diplomatic relations among all peoples at all times. 
A healthy world trade means fair exchange which, not by 
accident, is also the principle of freedom. 

World trade is not only the channel through which com- 
modities and cultures in one country are made available to 
the inhabitants of another. It is also the vital nexus that 
connects production and employment and consumption, 
supporting and quickening all three. World trade means 
that money is flowing, and when money flows, the pace of 
economic life quickens. An increase in world trade means 
more jobs, more profits, more wages, and more goods. 

“We must develop between nations,” said Wendell Will- 
kie, ‘trade routes strong enough to give all peoples the 
same interest in peace which we Americans have.” In short, 
if we make the world safe for trade, we make it safe for 
our own democracy. Foreign trade on a reciprocal basis is 
the new frontier of American business. 

Even before Pearl Harbor, the United States had made 
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substantial progress in recognizing this crucial fact. The 
Cordell Hull policy was perhaps best articulated by his 
brilliant Under Secretary of State, Sumner Welles, when 
the latter declared in August 1940: “Your government is 
determined to move towards the creation of conditions 
under which restrictive and unconscionable tariff prefer- 
ences and discrimination are things of the past; under 
which no nation should seek to benefit itself at the expense 
of another; and under which destructive trade warfare shall 
be replaced by cooperation for the welfare of all nations.” 

In its admirable “Primer for Post-War Prosperity,” the 
J. Walter Thompson Company points out that world living 
standards are so low as to be often beyond belief. Living 
standards in America itself are hardly what they should 
be, or could be, as a direct result of expanding our exports 
and imports alike. One of the most accurate gages of a 
country’s living standards is the sort of homes in which its 
people live. 

Despite all our self-congratulations on this score, the 
harsh facts are these as of 1948: the typical American house 
is about twenty-five years old; 34 percent has no indoor 
toilet; 29.5 percent no running water; 39 percent neither 
bathtub nor shower; 20 percent no electricity; 26 percent 
no refrigeration; 40 percent no central heating; and 27 per- 
cent consists of three rooms or less. The parents and chil- 
dren in homes of this type find cold comfort in comparative 
statistics showing that the average Chinese has to work 
thirty years to accumulate the average annual earnings of 
the American worker. They are far more concerned with 
the statistics released by the United States Department of 
Labor which show that if we double the purchasing power 
of an American family, we virtually double its consump- 
tion. A family with a weekly income of $50 spends an — 
average of 92 percent more than a family with only $25 a 
week for the landlord, the butcher, the grocer, the doctor, 
and “Passion Palls” at the neighborhood theater. Yet this 
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_ $25 a week was the median weekly take-home of the Amer- 
ican family before the war, namely during the 1935-1939 
period. 

At the moment, we have seven out of every hundred 
employees and seven out of every hundred dollars in the 
United States involved in foreign trade, in maintaining our 
exports. This has already done much to lift the median 
weekly income of $25 toward $50 which certainly must be 
the minimum for any family, at 1939 prices, instead of the 
inflated prices which currently prevail. For a family with 
an income of $50 spends 74 percent more than does the $25 
family for food, tobacco, and beverages; 105 percent more 
for clothing; 121 percent more for house furnishings; 155 
percent more for recreation; and 167 percent more for 
formal education. If the people of America were to spend 
74, percent more for food, tobacco, and beverages, these 
industries could enlarge the number of their employees 
without increasing the ratio of labor cost to selling price. 
Instead of paying out $1.76 billion for wages and salaries, 
they could pay $3.06 billions. On the basis of the wartime 
average wage per worker of $1,850, they could provide for 
1,650,000 jobs or 340,000 more than during the war. 

This example is founded on the American population of 
140,000,000. It is easy to see what an infinitely more mod- 
est increase in consumption would mean in income and 
employment in the United States if this calculation were 
applied to the world’s population of 2 billion. 

All of our prosperity and well-being of the decade 1939 
to 1948—bloody as it was—was a prosperity based upon 
billions raised for “foreign” purposes. We doubled the in- 
come in our lower-income brackets. Whereas we had in 
1936 and 1937 the disinherited lower one third, that group 
virtually disappeared by 1948 in spite of the fact that they 
are still about half as prosperous as they should be. But 
these billions which were released between 1939 and 1948 
were billions involved in foreign war. It requires no orac- 
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ular insight to perceive how much better and bigger the 
prosperity and improvement would be if and when it is 
achieved on the basis of foreign peace. 

Some 75 percent of the world’s people still subsists in a 
condition of poverty so complete and abrasive as to be 
incomprehensible to the American mind. They are not only 
underfed, underclad, and housed in shelter that would 
make a New York City tenement seem a palace by compari- 
son, but they cannot even expect to live out a full span of 
life. 

In Western Europe and in the United States, for example, 
the normal life expectancy is sixty years, but in India, 
Egypt, and Uruguay, it is only thirty-five. In former Brit- 
ish India, out of 1,000 children born, 168 die before they 
are a year old, but only 55 so die in the United States and 
only 32 in New Zealand. If this can be in New Zealand, 
then it can be in India! This is the spirit of peace in contrast 
to power politics. In 1939, the income per person on a 
yearly basis ranged between $24 and $50 in China and 
throughout large sections of South America, $90 in India, 
but $300 in Sweden, and more than $400 in the United 
States. Obviously, to transform underdeveloped areas into 
modern communities, we have to do more than erect and 
operate new plants. There must also be safe water-supply 
systems and sewers, highways and railroads, hospitals and 
schools, and all the other apparatus that go with an indus- 
trial society. What all this means is more wealth for others 
and more wealth for us whether the real wealth of culti- 
vated land and factory equipment or the token wealth of 
money—the medium of exchange. Yet the American peo- 
ple on the whole remain not fully conscious of this axiom, 
nor fully conscious of the benefits that America derives 
from what the older political economists used to describe 
as “commerce among nations.” We are discussing not alone 
work for everybody but money for everybody. The more 
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business this country does within or without our borders, 
the more income it means for all of us. 

Our national income, and thus our national well-being 
today, reflects the rise and fall in the volume of our foreign 
trade as the following table shows. 


Unirep States NationaL INcoME 
(In billions of dollars) 


Year Income Exports 
1937 73 3 
1938 67 3-5 
1939 72 3 
1940 80 4 
1941 103 5 
1942 136 8 
1943 168 13 
1944, 180 14, 
1945 180 9.5 
1946 180 0.5 


(No figures later than 1946 are available. 
Those figures shown are only approximations. ) 


Moreover, the isolationist myth of a self-sufficient Amer- 
ica has been once and for all exploded in view of World 
War II’s drain upon our raw material resources, notably 
in the sphere of vital minerals. They can no longer be 
blandly regarded as limitless—if we merely maintain their 
present rate of use. We henceforth have to import steadily 
to conserve them against a too rapid and spendthrift deple- 
tion. We have, for example, only one to nine years of 
reserves underground of bauxite, platinum, tin, nickel, 
chrome, asbestos, manganese, tungsten, antimony, and va- 
nadium. The famous Mesabi deposits of high-grade iron 
ore which geologists and metallurgists once considered 
boundless are now showing signs of dearth. So, too, are our 
copper reserves. While these can last thirty-four years, if 
we assume that we can work every seam and pocket, we 
still will be able to mine only around a million tons in 
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1948 and will have to import half as much to meet esti- 
mated needs. Moreover, both military and industrial au- 
thorities are very urgently concerned with our dwindling 
petroleum supplies which, for minimum safety, must even 
now be supplemented by imports from Venezuela, the 
Middle East, and elsewhere. It is in these minerals among 
other raw materials that our investments abroad can be 
and will be repaid in large part. Bernard Baruch, in discuss- 
ing the European Recovery Plan, also emphasized the need 
for accumulating non-perishable raw materials and pointed 
out how we could be repaid in this way by the nations 
we aid. 

All these are infinitely more crucial to the operation of 
our high-energy, mass-production economy, either in peace 
or war, than the comfortable, isolationist platitudes of “Buy 
American,” “This country is its own market,” or “The 
laboratory will find substitutes if we run out of the stuff 
in the ground.” 

In the first place, there is a long list of products that we 
simply do not have: quinine and industrial diamonds, cocoa 
and natural rubber, coffee and quartz crystals, and the like. 
Either we import them or we simply do not get them. 

In the second place, the isolationist argument that “cheap 
foreign goods, made by cheap labor” will compete with our 
manufacturers and put them out of business with a corre- 
sponding loss of jobs for their employees, was not valid 
even during the administration of Rutherford B. Hayes. 
Today, it is an exercise in majestic stupidity. Cheap labor 
anywhere is a menace to a sound social structure. We want 
well-paid labor all over the world. We want well-being 
everywhere. There is no security in this world of atomic 
bombs without well-being or its promise for all. 

In this respect, American labor leaders, once the most 
articulate advocates of high-tariff, protectionist views on 
the ground that “cheap labor” would compete unfairly 
with better paid workers in the United States, now see the 
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fallacy of this parochial attitude. In testifying before a 
congressional committee on the Reciprocal Trade Agree- 
ments Act, Mr. Jacob S. Potofsky, then secretary-treasurer 
(now president) of the Amalgamated Clothing Workers | 
of America (CIO), declared: ‘Some people say the standard 
of living of the American worker will be reduced if tariffs 
are cut down. We do not hold this view. We think that high 
wages result from high productivity, imaginative and pro- 
gressive managerial leadership, and good union organiza- 
tion—and not from tariffs. . . . The only effective pro- 
tection the American worker has against foreign goods is 
efficient production at home and a decent standard of living 
abroad. . . .”” His outlook was underscored at the same 
hearings by James B. Carey, secretary-treasurer of the CIO. 
“There are those who contend,” he declared, “that the 
American standard of living would be lowered by admit- 
ting foreign goods into this country, that American workers 
would be thrown out of jobs, and that we could not compete 
with low-priced foreign goods produced under low-wage 
conditions. Here are the facts: the principal industries af- 
fected by imports are textiles, wood, paper and pulp, fish- 
ing, some mining, and glass manufacture. Only a relatively 
small proportion of American workers is in these industries, 
and of these only a limited number is directly affected by 
imports. The maximum number of workers employed in 
industries whose products compete with similar goods from 
abroad is little more than 2,000,000. American workers are 
thus affected to a very limited extent by tariffs whereas all 
workers as consumers are injured by high tariffs.” 

What these labor leaders were doing, in effect, was 
merely to recognize, under modern conditions, the validity 
of the foreign-trade doctrine set forth by Adam Smith in 
1776. “It is the maxim of every prudent master of a 
family,” said this great economist in his Wealth of Nations, 
“never to attempt to make at home what it will cost him 
more to make than to buy . . . What is prudence in the 
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conduct of every private family, can scarce be folly in that 
of a great kingdom. If a foreign country can supply us with 
a commodity cheaper than we ourselves can make it, better 
buy it of them with some part of the produce of our own 
industry . . . The general industry of the country . . . is 
certainly not employed to the greatest advantage when it 
is . . . directed towards an object which it can buy 
cheaper than it can make.” 

The higher the standard of living in a country and the 
more highly industrialized it is, the better customer it is. 
Our foreign trade has been, and must remain, with such 
countries. Canada is irrefutable proof that a recently indus- 
trialized nation does not really compete with the United 
States but rather becomes a better customer for us. We 
export more goods to Canada than to the whole of the South 
American continent which has more than ten times the 
population of our neighbor to the north. Moreover, our 
exports to Canada are 33 percent larger than to India or 
China, although these nations have some forty times Can- 
ada’s population. In 1938, we exported about three quarters 
of a billion dollars worth of goods to the United Kingdom, 
to Belgium, to Holland, and to Sweden, but our exports to 
the highest ten of non-industrial countries were only about 
40 percent of that amount. Nor should Americans worry 
that nations which we help to industrialize will soon out- 
strip us. We have such a head start on the rest of the world 
that the very impetus of ever-expanding foreign trade 
would not only keep us on our toes but also enable us to 
retain our relative position of productive superiority. 

Hence, the program that we have suggested—to build up 
the ability of others to produce, to equate imports with 
exports to enable them to pay for what they buy, in ever- 
larger amounts—could be only advantageous to United 
States industry as a whole. It is true that a number of our 
industries have been considerably assisted by our protective 
tariffs over the past hundred years. But they are no longer 
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the “infant industries” of Hamilton’s day. They have 
emerged from their swaddling clothes. They have grown 
up. If in some instances they will be up against increased 
competition from their opposite numbers abroad, if we 
lower our tariffs to encourage foreign trade, that very com- 
petition may improve their own operating efficiency. Com- 
petition is the life of our national economy. Why shouldn’t 
it be the life of the international economy? If, in rare cases, 
some particular establishment is injured by genuinely free 
trade policy, it should be kept in mind that the “greatest 
good for the greatest number” is not only the mainspring 
of democracy but also of free enterprise when it is free and 
enterprising—and competitive. It would cost us less to 
subsidize outright an enterprise injured by open trade than 
to coddle it and buttress it by means of a tariff. Some of our 
industrial bourbons should not need government protec- 
tion. Political favoritism is never healthy for free enterprise 
whether internal or external. 

The embodiment of the exactly opposite point of view is 
Everett M. Dirksen, ex-Republican Congressman from IIli- 
nois. “It is the arithmetic of folly,” he declared, “to suppose 
that 60 million American producers can carry the burdens 
of the whole world . . . We are rapidly expending our 
own resources. We better begin thinking about the survival 
of America in this mad world. We want to keep these 60 
million as producers for many, many years to come.” 

This kind of pessimism, with its overtones of retreat 
toward autarchy, reveals meager understanding of the role 
of foreign trade and especially of the role of foreign credits 
as these apply to the health and vigor of the American econ- 
omy. The point is simply this: We have reached a stage in 
world history when we have to do on a global scale what 
Henry Ford first did on the American scene as the pace- 
setter for a revolution in American industry back in the 
days of 1914. The Ford doctrine, new and startling at that 
time, declared in effect that the way to bury the Marxist 
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theory was for every American businessman to make it a 
first duty to pay his workers enough to enable them to buy 
back the products of American industry. It was, however, 
the obligation of American industrial management, said 
Henry Ford in formulation of this doctrine, to furnish 
enough leisure time so that workers could enjoy the com- 
modities and the services which American ingenuity and 
improved production methods could provide. On a world 
canvas, we have to paint the same kind of economic 
portrait. 

What we should now say to labor all over the world is 
that its period of enslavement and insecurity is about to 
end, that we are ready and willing to help reconstruct or 
build freshly industries for their country which will release 
to them sufficient buying power to buy the things which a 
highly industrialized country such as the United States has 
been able to produce for some fifty years. By the same 
token, we must enlarge our own productive capacity to 
enable consumers throughout the rest of the world to 
purchase American wares in far larger quantities than ever 
before possible. This is not only the principle of expansion 
and growth which justifies the capitalistic system but is 
also the bedrock for our military protection. 

What the people of the world will really understand is 
production in such vast and ever-increasing volume as may 
be currently beyond belief. Henry Ford realized that it 
would take a certain amount of time for workers to ac- 
cumulate enough money, even under his wage scheme of 
a minimum of $5.00 a day, before they could begin to buy 
his own products. Nevertheless, he made that investment, 
and we shall be well advised to follow his lead on the 
international scene. In this respect, we should also bear in 
mind the recent statement of Henry Ford, IT, now president 
of Ford Motors, to the effect “that no wage is too high that 
is earned.” 

The United States is only an experimental ground, a pilot 
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station, a testing plant, altogether and all at once, for tho 
sort of world that people generally want in terms of mate.. 
rial well-being. In virtually every other country, hundreds 
of millions of human beings look to the United States as the 
ideal, as the kind of society they would like to have within 
their own borders. Conversely, we must look abroad with 
vision enough to match the confidence of other peoples in 
American capacity to lead, to lead economically and to lead 
morally. 

We must remember, too, that all this is not a question of 
who owns what. It is rather a question of productivity. 
From among the countless economic precepts and programs 
that exist in the world today, one central fact emerges: It 
is that the test of any economic system is first of all not who 
owns the means of production and distribution but what is 
done with them to accomplish higher living standards. The 
legal title, the right of possession to a mine, to a factory, to 
a shipyard, or to a railroad is far less important than how 
well and how efficiently that enterprise serves the com- 
munity in terms of what it could produce. This is the litmus 
paper of modern economics, the touchstone of modern pro- 
ductivity. It is in this area if in no other that the Soviet 
system will explode. One day the Russian people will wake 
up and discover that it makes no difference who is actually 
the owner—that is, if ownership is spread among the people 
themselves, as it is in the United States. 

In this respect, we must be always on our guard against 
those who, in the name of free enterprise, preach a kind 
of private collectivism exemplified by I. G. Farben, octopus 
of Germany. Certain types of production require larger 
units rather than smaller ones for top efficiency, and it is 
this efficiency which must at all times be our measuring 
rod. What will count in the coming showdown among com- 
peting economic systems will be mass production for the 
masses at prices they can afford to pay. Certainly, the suc- 
cess of General Motors, for example, is derived in large 
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measure from the fact that this vast corporation is practi- 
cally operated as a number of separate enterprises with 
Chevrolet competing against Oldsmobile, Oldsmobile 
against Buick, and with Pontiac competing against all 
three for their share of the consumers’ dollar. General 
Motors has 400,000 workers but almost 500,000 stock- 
holders. 

Since we are in danger of exhausting our natural 
resources, we need foreign trade to replenish them. At the 
same time, our payments for such raw materials—by pro- 
viding other nations with dollars—promote the sale of our 
finished goods abroad. An ever-rising scale of imports has 
become essential to our well-being. 

Normally, we could export around 10 percent of our 
over-all production, although for many industries the ratio 
of export to production is 20, 30, or 50 percent and some- 
times even more. In some cases, domestic sales alone would 
not suffice to reach “break-even” point on the ledger. Now 
every businessman knows what happens if he cannot sell 
the last 10 percent of his output. If he dumps them on the 
market, he cannot maintain his price for the basic 90 per- 
cent. This same principle applies, in varying degrees, to 
the whole of American industry. It will become more 
visible when domestic demand, pent up during war short- 
ages, begins to be satisfied and tapers off and when we must 
look to exports to keep our wheels turning and our people 
employed. 

_ Unless we keep a rough working balance between exports 
and imports, we are heading for trouble. In 1947, exports 
were leaving the United States at twice the rate that im- 
ports were entering. In 1948, our export trade was worth an 
estimated 12 billion dollars; our import trade, 7 billion. 
This disproportion has intensified the dollar famine abroad, 
a famine which in turn menaces our own prosperity. The 
situation of our tobacco industry illustrates the perils of 
this whole trend. 
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As a rule, we export about 30 percent of our tobacco out- 
put. In 1946, this amounted to some 600 million pounds of 
“leaf” at a dollar value of 50 cents a pound, or 300 million 
dollars. However, by May 1947, our 800,000 tobacco grow- 
ers already had a surplus of 200 million pounds of tobacco 
piled up in warehouses because foreign customers lacked 
the dollars with which to buy them. It is impossible to dis- 
pose of this surplus at home because the American people 
have reached the zenith in smoking habits. They have all 
the cigarettes, cigars, and pipe tobacco they want. The 
people around the world are most lacking in “smokes.” 
Unless our tobacco growers can export accumulating sur- 
pluses, these will pull the props from under the market 
and send prices down to a point where one out of three 
acres would have to be taken out of tobacco cultivation. 
This cutback in crops would force thousands of tobacco 
farms to operate at a loss. Hence, the livelihood of 800,000 
American tobacco growers is threatened by our failure to 
match imports with exports or to extend enough credits, or 
dollars, to foreign customers, especially the United King- 
dom. In some places, as in Germany for instance, tobacco 
is better than money or better than anything else we can 
send. Indeed, there are people who are even willing to forgo 
food for tobacco. 

Among more solvent nations, our lop-sided foreign-trade 
practices are having other pernicious results. By exporting 
twice as much as we import, we are ruining the good will 
of countries which want to “‘trade even,” or reciprocally, 
with us. We must fill the gap with credit, with American 
dollars, and therefore we must now trade even. It is up to 
us to overcome the present uneasiness among businessmen 
and governments overseas about this imbalance in trade. 
Even on an individual basis, if you undertake to finance 
an individual who is honest, industrious, and able, it is 
simply a question of time before he must and will succeed; 
and in order to buy time for him, you must put up sufficient 
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to enable time to work in his favor. And so with this whole 
problem of world industrial recovery. 

In a great many cases, we shall not be able to buy what 
others can produce in the course of this fifty-year pull that 
we are speaking of. The pull may not be so long. The 
chances are that, if we engage upon any such program as 
herein outlined, fifteen or twenty years might be enough; 
but the gap that we have to fill with dollars must be that 
gap between the needs of the country and the time it gets 
on an even keel by itself. Itis a certainty that at some point 
we shall either begin to get goods back from them or from 
someone else for their account. The ultimate repayment is 
certain, but our patience and our investments must be 
based on good business sense and world understanding. 
Certainly, we shall need the biggest peacetime army, navy, 
and air force. First, because we are strong productively and 
must safeguard this basic strength, morally and militarily, 
and second, because political marauders, like little Hitlers, 
little Mussolinis, and other kinds of dictators, must see that 
where our money is there is our power. The world must 
know that we are ready to call a showdown with anyone 
who thinks he can pull a “Hitler” or a “Munich” and that 
we are not namby-pambys. We are determined to make 
this a safe world for ourselves and everybody else. Canada, 
for example, is cutting down on purchases from us because 
we are not buying enough from her. 

What we have to realize is that other countries cannot 
buy from us if we do not buy from them—just as American 
farmers cannot buy tractors and harvesters and automobiles 
from Ford or General Motors unless the auto workers can 
buy the butter and eggs and poultry from our farms. To 
stress this point, too often overlooked in our everyday eco- 
nomic thinking, we should recall that business done by 
anyone is not a two-sided but a many-sided transaction, not 
bilateral but multilateral. 


If you, for example, earn your wages in an automobile 
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plant (which is itself a center of countless business trans- 
actions) and you buy a pair of shoes, the proprietor of the 
store not only deals with you as a customer but also with 
such other people as the manufacturer who in turn deals 
with hide and leather suppliers who in turn deal with cattle 
growers, and so on up and down the line. The dollars you 
spend on shoes ramify into many different directions, help- 
ing to pay for profits, dividends, rent, interest, salaries, et 
cetera. We must remember that those who start a shoe 
factory in this country must first make their investment. 
No one will go to work for them, put up the plant or ma- 
chinery, or sell them goods until an investment has been 
_ made. The investment always comes first. That is true here 
and it is true abroad. It is true at all times and in all places. 
We cannot invest in France, Italy, or Britain without per- 
ceiving that the funds thus expended will, especially under 
current conditions, find their way back to the United States 
in one form or another—either in cash for wares we export 
or in wine, olives, or woolens sent to us. 

In addition, we should also remember that the more 
prosperous a business is in the United States, the more capi- 
tal is continuously required for its own stability and 
progress. That is why the American Telephone and Tele- 
graph Company, General Motors, Westinghouse, and others 
less renowned often go into the market to obtain new cap- 
ital aside from the accumulation of profits. Profits even in 
the above cases are not enough to provide the capital that 
growing industry needs. One company may acquire it by 
the sale of bonds, another by the sale of common stock, and 
a third by disposing of such assets as land or old equipment. 
As a prolog to further growth, such firms must at all times 
continue to add to their capital requirements. Every United 
States business needs the infusion of new capital either to 
keep going or to go forward. The same principle holds for 
foreign business ventures. The more successful they become 
and the more they resemble our own, the more capital they 
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will need. Profits in a capital society are always too small, 
no matter how large they appear, to keep up with necessary 
growth. 

Unfortunately, this point of view, as it relates to United 
States investment in foreign countries, has been absent from 
the American scene. Yet, once we undertake investments 
abroad, we can never stop expanding them any more than 
we can stop their expansion at home. Every depression we 
have ever had, whether in 1907, 1929, 1937, or earlier, was 
ushered in by a drop in the investment market, a drying up 
of investment funds because of declining faith in the eco- 
nomic future. This meant a dearth of credits for enterprise, 
whether new or old. Here is another point to remember. 
There never was a time when a recession was warranted by 
the needs of this country. Investment for growth and 
progress was always justified. Too often the faith of in- 
vestors has been shaken; but there is no real reason why 
investment should be delayed or faith shaken in a growing 
world, except that of our own making. These forces and 
uncertainties usually come about through ignorance not 
through design. Sometimes, on the other hand, prices for 
goods and services get out of hand. The answer here, too, is 
not government controls but intelligence and courage. 
Withholding purchasing or investing power is something 
that a good many of us can always exercise. But when con- 
ditions are right for expansion, as they are almost every- 
where today, then there is no excuse for holding back. Un- 
less we grasp this precept and act on it with courage and 
imagination, we shall merely repeat old patterns oferror 
and blunder into war again. 

“We lost our battle to avoid this war,”’ said Milo Perkins, 
the executive director of the United States Board of Eco- 
nomic Warfare, in 1942. “It was lost primarily because the 
world was unable to distribute what it had learned how to 
produce . . . The nightmare of underconsumption was 
the black plague of the prewar era. We put up with a 
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civilization which was commodity rich and consumption 
poor too long to avert the catastrophe. . . . The greatest 
production of raw materials, the greatest industrial: plant 
and the greatest number of skilled workers in all history 

. exist side by side with intense want in every land. The 
bridging of that gap will present the greatest challenge any 
generation of young people ever faced.” 

He might well have added that our inability to under- 
stand and use credit power more than any other single 
factor cost us the peace. Certainly, today, the credit power 
of the United States is the most potent and pervasive instru- 
mentality for international accord. 

We must, however, draw a sharp and clear-headed dis- 
tinction between emergency grants for relief and invest- 
ments for reconstruction. A relief program can too readily 
degenerate into what Joseph Kennedy has described as a 
one-time gift, a one-time visit of the American Santa Claus, 
a Lady Bountiful slumming expedition, and accomplish 
only the paralysis of the prostrate, clinging to the belief 
that the United States can perpetually supply a subsistence 
ration. 

- Money for food, medical assistance, and clothing is neces- 
sary, but it does nothing to create the basis for a dynamic 
economy. Actually, the nations of the world do not want to 
be kept in the position of Dives at the American table. They 
do not want handouts. They want hand-tools. They want 
all the mechanisms of self-support, not charity. They are 
just like our own Americans. What we have to keep in 
mind are devices to change relief into restoration, and again 
into the ability to build anew. In this connection, the “re- 
building of the post-war trading world is like the rebuilding 
of a bombed city,” says Professor John B. Condliffe of the 
University of California. ‘Left to themselves, the stricken 
inhabitants will construct make-shift shelters out of the 
ruins. The pattern of streets and land utilization will be 
difficult to alter when the time comes for more spacious city 


28 PEACE BY INVESTMENT 


planning. But if temporary shelter is provided in such a 
way as not to interfere with plans for ultimate rebuilding, 
both the immediate urgency and the long term need can be 
reconciled.” 

To win the peace, we must in cooperation with other 
nations set up a long-range destination with the stations 
toward it graduated and clearly mapped out. There is no 
quickie, no patent medicine to swallow, no overnight way 
to peace. It must be bought gradually. It will take many 
years to rebuild the areas all but extinguished by the sad- 
ism of Germany and Japan. It will take many years to 
infuse and actualize the spirit of freedom among those 
enslaved for centuries. Yet, just as the pattern of war is 
formed, over a period of time, one act leading to another, 
so total peace must be gained by degrees, step by step, over 
decades. We must have the blueprints ready, the over-all 
design containing within it the concrete patterns. They 
must be developed by all countries and all groups within 
countries that, in the old Quaker use of the term, “have a 
concern” in world peace. The pressure is on us, as it should 
be, to make our own industrial plant far more productive. 
President Truman in January 1948 called for an expendi- 
ture of $75 billion to improve and expand the American 
plant. This indicates that the productive plant in the United 
States, even though four times as efficient as that of the 
1920’s, is still far below what we in 1949 must have to keep 
our forward position. If we want to pay high wages and 
keep prices low, there is no other answer but that of better 
and greater production. It would be much easier to raise 
this $75 billion if we all knew that we ourselves could count 
on full employment for the next fifty years. We can count 
on it only if we realize and act upon this economic reality: 
If we are to prosper, we must help the rest of the world to 
prosper with us. 

During World War II, some sixty thousand missions 
were carried out by the Allies on a basis of international 
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planning for a common cause. The Allies collaborated in 
every part of the globe to combat malaria, to construct rail- 
roads, highways, seaports, and airports, and to conduct 
countless other phases of the economics of warfare. The 
same techniques of international collaboration can be used 
to fashion the economics of peacefare. During World War 
II, the Allies dovetailed each part into the whole through 
the Combined Production and Resources Board in Washing- 
ton where the requirements of every member nation were 
matched against the available supplies of every other na- 
tion under a share-and-share-alike policy. Surely, it should 
not be too difficult to establish a peacetime agency along 
the same lines. 

That agency, for example, could examine and report on 
the feasibility of executing current proposals for a global 
network of highway and airway systems, starting from 
Patagonia and extending through all of South and Central 
America, running up through the United States, Canada, 
and Alaska into Siberia, and thence into Europe with feeder 
systems stretching out into China, India, and the Middle 
East. It would, for instance, gather and disseminate data 
on how many tons of steel the world will need from Pitts- 
burgh, over the next twenty-five years. It would set up a 
priority system, similar to that used by the War Production 
Board, to allocate materials and machinery, first of all 
perhaps to projects that would help a debtor country to 
regain its productivity so that, in achieving its own recov- 
ery, it could contribute the more effectively to world stabil- 
ity. Our thinking should be in terms of how many steel 
plants are needed and in what parts of the world. That 
thinking should also be done in terms of goods first with the 
monetary methods worked out from there. 

Since the needs of the world are virtually limitless and 
the need for American aid virtually universal, this central 
agency, to be called, perhaps, the “Global Board of Needs 
and Resources’ and to be identified with the United Na- 
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tions, would have to conduct continuing inquiries to assess 
world requirements and the ability of the cooperating 
nations to meet them collectively and individually and in 
what order. 

The veto power to one side for the moment, the most 
tragic deficiency in the structure of the United Nations 
today is this very lack of a central Global Board of Needs 
and Resources with the precepts which it would activate 
and the purposes which it could serve. 

The sincerity of our own aims here in America will be 
tested by our readiness to push for the establishment of this 
kind of agency and to release the credits which would alone 
permit it to start and function successfully. The mere dec- 
laration of intent, on our part, would instill the peoples of 
the world with a new faith and hope in their economic 
future and inspire them to strive toward their own recovery 
and development. 

What then are the criteria for the long-term investments 
for economic rehabilitation, recovery, and regeneration on 
a planetwide scale? If we take, as previously suggested (see 
page 10 for our working formula), the investment of 
roughly $1,000 per inhabitant, our long-term fifty-year 
credit schedule abroad would have to be developed some- 
what on the following basis. 


(1) By private American financial and industrial corpora- 
tions (with the aid where necessary of the United 
States treasury), the Bretton Woods World Bank and 
Fund, the Export-Import Bank, or through a World 
Reconstruction Authority such as that suggested on 
page 58. 

This may mean that for a while some operations 
may have to be conducted by government corporations. 
But, once production is under way, either nationals or 
a combination of Americans and nationals would take 
over the company in charge of the particular under- 
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(2) 


(3) 


(4) 


taking. In Italy, for example, some industries are cur- 
rently controlled by the Government but could be 
readily turned over to private hands. One way of accel- 
erating this transfer would be for American investors 
to put up a majority or all of the money giving the 
nationals of a particular nation the opportunity to 
“buy in” substantial amounts of stock and over a 
period of time to acquire more and more of the 
holdings. 

For purposes restricted to the building and enlarge- 
ment of the productive capacity of the borrowing 
nation. 

This means everything, of course, from the sinking 
of new shafts for oil wells to the salaries paid to techni- 
cal personnel. 

Through boards of directors of civilians under the 
supervision of the appropriate government authorities 
of the respective controls. 

This means that men who control our foreign opera- 
tions and foreign investments would generally repre- 
sent the interests of the American Government, of 
their own industry, and of the American business com- 
munity in general. 

Under guarantees of quick and sure justice in the 
courts of the borrowing nation in cases where disputes 
arise. 

This means that Americans who invest in foreign 
enterprise must be able to enforce their judicial rights 
in courts of the various nations. They must be pro- 
tected against unusual and specialized litigation. In 
this respect, it is suggested that American courts be 
given jurisdiction over any cases that might result 
from claims and counterclaims relating to investment 
in foreign enterprise, that cases be tried in special 
United States courts in the country where they orig- 
inate, and that treaties and trade agreements with 
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(5) 


(6) 


(7) 


(8) 


(9) 
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foreign lands stipulate that whatever judgments may 
be rendered would be enforced by the local courts with- 
out question. International arbitration tribunals might 
also be provided. All of this is essential in order to 
avert fears on the part of American businessmen of 
litigation in strange lands in the event of disputes. 
Contrariwise, it also means that litigants in foreign 
lands would find it very simple to enforce their rights 
and claims in this country by liberalization of the rules 
under which testimony is taken abroad. 

With free entrance and exit of representatives of in- 
vesting firms and organizations, private and public, 
to and from the borrowing nation. 

Under guarantees of complete freedom of speech for 
such representatives in the press and over the radio of 
the borrowing nation. 

On the understanding that interest charges would be 
minimal, amortization rates low, and profits reason- 
able. 

This means that American investments abroad 
would have the same low interest rates that on the 
whole are provided for our own government agencies. 
The great shortcoming of our policy throughout the 
1920’s was to charge interest rates on foreign loans 
that were at once so outlandish and outrageous as to 
penalize foreign lending. 

In accord with government fiscal policy in the borrow- 
ing nation that can insure the intrinsic safety of 
investments. 

In accord with principles consonant with the operation 
of the World Bank wherever possible and of the 
United Nations and United Nations Charter. 


What the nine points listed above should make abun- 
dantly clear is that (1) freedom of American individual 
enterprise is a sine qua non and that (2) American business 
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and businessmen are to operate around the world as they 
did in the Philippines or Shanghai in former days. 

If these credits are put to work constructively, under 
qualified supervision both financial and technical, we can 
expect ready access to sources of raw materials, replenish- 
ment of our depleted national resources, and a halt to the 
spread of socialization and nationalization. Moreover, our 
own economy will be given a tremendous new lift. It will 
not only receive multimillion dollar interest payments on 
funds invested; it will also benefit by a stupendous increase 
in a multiple and multiplying foreign trade. 

It is at this juncture impossible to forecast precisely how 
many American cars, tractors, refrigerators, typewriters, 
plumbing units, and other items the borrowing nations can 
absorb once these credits are released. However, according 
to a conservative estimate prepared by the United States 
State Department, if we expand our volume of exports by 
ten billion dollars, either in money or goods, it will mean 
five million additional jobs for American workers. Five 
million jobs are insurance against any possible future de- 
pression. While there is not an exact correlation between 
the size of money exports and employment, it can be safely 
assumed that an extension of twenty billion dollars of 
credits a year would guarantee jobs for at least seven and a 
half million Americans. Hence, these credits would insure 
our own prosperity for at least fifty years and more likely 
for a hundred. 

On the import side, we certainly can use, and it might be 
said we must have, the manpower available to us from the 
rest of the world. A sizable portion of that manpower is 
anxious to come here and eager to fit into our scheme of 
things. We know the United States was made what she is 
because some of the best brains and most enterprising 
spirits came here—a good many of them because of the 
difficult conditions in their own lands. These great human 
resources which reside in the various countries with whom 
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we may do business and to which we extend substantial 
credits are the very best possible assets that we could get. 
There are undoubtedly among these people many future 
great Americans just as all of our great Americans of the 
past came as immigrants from all parts of the world. Cer- 
tainly, we could use anywhere from one to three million 
immigrants a year. There are certain talents and skills 
which we lack or are fast running out of. Labor is at a 
premium, domestic help is at a premium, there is a shortage 
of those who are learning such trades as carpentry, plumb- 
ing, bricklaying, building construction, and such crafts as 
toolmaking and diemaking in our machine tools industry. 

All of this means much more. It means that by the year 
2000 there could be four times as many automobiles in 
this country as there are now—somewhere in the neighbor- 
hood of 100 million. It could mean 50 million automobiles 
in China and 250,000 miles of railroads there. It could 
mean that there will be at least ten more cities like New 
York, Paris, and London. It could mean you will be youth- 
ful at seventy, while cancer, heart diseases, and infantile 
paralysis will be afflictions of a forgotten age. It may mean 
that a glass of water will heat your home for a year. It may 
mean that no child will be without a college education and 
adequate preparation for a career. It will mean that most 
people will live as they should and not be frustrated as most 
of them are today. It will mean that the Edisons and the 
Ketterings will all get their chance instead of many of them 
dying, as they do today, from sheer hunger or of preventible 
disease in infancy or youth. 


II] 


America’s Mission Is Peace 


AMERICA IS A MICROCOsM among the two thousand million 
people in the rest of the world. Every American is an 
immigrant or descended from an immigrant. This country 
represents, indeed, the greatest melting pot, the greatest 
fusion of races, bloods, and nationalities in the annals of 
mankind. Without indulging in any forays into mysticism, 
it would, however, seem especially appropriate that this 
nation, symbolizing as it does the commingling and the 
living together and working together of all peoples, should 
be given the proud and difficult task of eliminating the 
scourge of war once and for all. 

America’s mission is peace. Both from the standpoint of 
enlightened self-interest and of moral obligation to the rest 
of the world, this is the most important mission, the most 
important work that we have ever undertaken. It is con- 
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sonant with our spirit of seeking to create life rather than to 
destroy it and with our instinctive gropings toward the goal 
of making life whole and holy. A nation dedicated, as we 
‘are, to perfecting the industrial arts is perforce dedicated 
to peace. Once dedicated to accomplishing this objective, 
the very steps toward it would furnish a new vehicle for 
using that “incomparable spirit of idealism” which, even at 
our materialistic worst, is basic to our national character. 

To participate in this great adventure would give direc- 
tion and meaning to lives which today often seem to be like 
the traditional Persian carpet, a pattern without a design, 
in a world constantly shaken and convulsed by armament 
races, by social upheavals, and by the attempts of the 
forces that would degrade human dignity to saddle their 
own dynamics of debasement upon the rest of the world. 

To participate in this new, bold, and broad program for 
global peace would bring a new feeling of unity to the 
diversity of American life. It would weld groups which now 
are mutually hostile into the cooperation and comradeship 
of a transcendent purpose. It would fulfill the deep-down 
human need to be actively a part of something greater, 
something more spacious and significant than the individ- 
ual self. It could become the end to the long search for a 
“moral equivalent of war.” It would endow with the sense 
of realistic participation in the world’s work those who 
often have been compelled to feel that the very complexity 
and remoteness of political and economic issues have made 
them anonymous, faceless men and women in a planet too 
big, too confusing, too alarming to hare their voices heard 
and their choices count. 

Practically, this drive toward sword peace must remain 
merely a topic for dinner table conversation unless it is 
conducted in a way to achieve genuine grassroots participa- 
tion. It must become a school project, a study-group project, 
a community project, a union project, a trade-association 
project, an all-personnel and all-purpose project, altogether 
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and all at once. There is no reason why Americans should 
not enlist in a campaign for investing in peace as they 
enlisted to serve their country in the war. 

Central to successful living is a sense of security which 
for modern man takes the form of a profitable business or 
profession or a good and regular job, together with reserves 
for a rainy day and comfort when retirement comes. The 
plan here proposed for world-wide credits is primarily 
designed to enable the American people to achieve that 
sense of security in psychological, economic, and military 
terms alike. 

The figure of $1,000 for investment per person on the 
globe, over a fifty-year period, will insure to us a constantly 
rising standard of living; this in turn means full employ- 
ment and full production. It almost automatically guaran- 
tees that we shall be able to maintain our place as the 
foremost industrial and military power on earth. This is 
the double source of our security. Without these, we can 
neither live nor lead. And to lead in production means that 
we have not only to expand our economic aid to other 
nations, along the lines here suggested, but also that we 
have to invest and invest again in our own industrial plant. 

We must provide the working capital—work and capital. 
The plan we propose can be summed up in a simple 
syllogism. (1) Work is productive activity to create wealth. 
(2) Capital is any form of wealth. (3) Investment is the 
use of capital to create more work and more wealth. The 
total sum suggested is very small when it is broken down. 
It amounts approximately to $20 per year per person, but it 
will give the start and the stake the world needs. 

The lack of confidence in the American future displayed 
by so many of our businessmen and economists serves to 
hearten Soviet Russia more than anything else. If United 
States corporate heads seem to think that a depression is 
“inevitable” and refuse to enlarge facilities, the Politburo 
rejoices, for this very action merely seems to confirm the 
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Marxist axiom that capitalism cannot cure its own dread 
cycle of boom and bust, that it cannot escape depressions, 
each worse than the last. It also demonstrates to the Soviet 
Union that we do not really believe in our role as arsenal 
for world peace. It assumes that we must go down into 
depression because, unless we do so, we shall be unable to 
go up into prosperity. It is quite possible for the United 
States business community to hypnotize itself into a new 
economic catalepsy, despite the fact that conditions for 
prosperity have never been so favorable—and that prosper- 
ity means expansion, expansion of credits, of investments, 
of ability to produce, distribute, and consume, or it does 
not mean anything at all. If American business leaders, 
looking to the past, persuade themselves that depressions 
are inevitable and that they are akin to the operations of 
natural law, rather than being man-made as they are, they 
will do as much to help the Soviet Union’s drive for world 
dominion as does her discovery of how to make atomic 
bombs. 

Actually, the current need for new capital (tools to work 
with) investment in the United States is greater than at 
any other time since the days of the Founding Fathers. 
While United States capital equipment is, in both relative 
and absolute terms, the most efficient in the world, it is 
astonishingly old and out of date when compared to 1927 
or 1937. Some 60 percent of all our metal-working ma- 
chines and tools are more than ten years old; so, too, are 
81 percent of our freight cars, 86 percent of our locomotives, 
and 67 percent of our facilities for generating and trans- 
mitting electric light and power. Nearly 80 percent of all 
American dwellings, farmhouses, apartments, and private 
residences are at least thirteen years old. These dates and 
figures merely suggest the replacement demand to bring 
the capital goods sector of our economy up to date. 

Our grand peace strategy and offensive would give us a 
chance to keep our plants up to the minute and to dispose of 
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outmoded equipment where it will do others the most good 
and still do a great deal of good for us because we shall 
constantly be able to replace the equipment with more 
modern and improved models, methods, and machinery. 
The truth is that America lacks sufficient capital goods. 
Back in 1940, for example, our capital investment per 
worker ran about $4,000, adjusted to 1949 price levels. But 
in 1949 that capital investment per worker declined to 
$3,145, adjusted to the 1949 price levels. Merely to restore 
the 1940 ratio of capital per worker, at present employment 
rates, will require plant outlays of around $4, billion. In 
this respect, recall that President Truman in December 
1947 and January 1948 asked for expenditures of many 
billions for capital goods, an estimate he based on data com- 
piled by eminent economists in private and public business. 
The additional capacity required by population increase, 
by new products, and new markets could readily utilize an 
extra 18 or 20 billion in new investment. Moreover, federal 
spending for 1948 hit at least $40 billion, as against 3 
billion in 1928 and 8.5 billion in 1938. Over and above 
government expenditures for foreign relief and reconstruc- 
tion is the ever-growing private buying of United States 
- goods by private firms. 

Since every billion dollars we spend either at home or 
abroad, whether for food, furniture, or furs, whether for 
locomotives or lace, gives employment to 500,000 of our 
citizens, our scarcity fears must be abandoned for the 
psychology of amplitude. Expansion must supplant the 
concept of contraction. To go forward we must invest and 
expand again and again. 

On the basis of our working formula, the money or cap- 
ital required to meet our new three R’s of economic reha- 
bilitation, recovery, and regeneration for the world with 
its more than two billion inhabitants may not be far from 
a total of two trillion dollars. At this point, the reader may 
say that this is simply too much money, it is inconceivable 
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and incredible, it is an Arabian night dream, which can- 
not be fulfilled. Yet, while we all know that a billion is a 
staggering sum and that a trillion is even more staggering 
indeed, we either have to make up our minds that we are 
going to raise and invest such amounts or we shall sooner 
or later turn our world into a cinder floating among the 
galaxies of the universe. We must remember that we did 
spend 700 billion dollars between 1916 and 1946. It was 
spent for both World Wars and for the depression of the 
thirties. 

When we talk of providing people with working capital, 
we are simply urging recognition of the axiom that those 
who provide work and income for other people provide both 
work and income for themselves. 

Actually, the investment of such gigantic sums goes be- 
yond questions of prosperity, beyond business, beyond the 
economic pressures of markets, and beyond material well- 
being of the individual. For the question behind any such 
“expenditure” is how we can continue to live as free men 
in a world of totalitarian threats without doing something 
epoch-making. 

What we have here discussed and suggested is a program 
that dares to put first things first. On the assumption, how- 
ever, that the so-called “practical” men, who throughout 
history have been so blinded by petty immediacies that 
they have blundered into the tragic errors of a snail’s eye 
view of problems as against a bird’s eye view, mold Amer- 
ican public opinion into doing too little too late at home and 
abroad, what is the alternative going to be? 

What is that alternative going to be if we decide that 
we are going to let matters drift and proceed in world aid 
and reconstruction on a haphazard “put out the fire” rather © 
than on fire prevention basis? What is going to happen if 
we try to get away with as little as possible and forget 
that the Biblical injunction of being one’s brother’s keeper 
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has become not an ethical precept but a pressing need for 
action? 

In the first place, piddling and insufficient aid will keep 
us in a continuing state of uncertainty and the world in 
an equally continuous state of turmoil. In the second place, 
we are acutely aware of the fact that we are bidding 
against the Soviet Union to achieve world support for our 
own freedoms in contrast to Communist anti-freedom. We 
are likewise aware of the fact that while this issue is being 
resolved we cannot again permit ourselves to be found in 
the position we held in 1939 and 1940 when, amidst the 
threats of a mounting world crisis, we were compelled to 
use waste pipe for cannons and broomsticks for rifles in 
military maneuvers. So far as military readiness is con- 
cerned, we have at least learned this lesson: We cannot 
afford to wait. Time is not on our side. A cloud no larger 
than a man’s hand arises on the eastern horizon and, what- 
ever “truces” may be arranged, carries menace in its 
shadow. 

We also are aware that armaments, in terms of the needs 
of 1949, entail the ultimate in research, industrial skill, 
and capacity as well as investments and costs annually 
running from 15 to 20 billion dollars for a nation the size 
of our own. For if war really threatens, genuine prepared- 
ness not only means that we must protect and defend the 
Atlantic seaboard and the Pacific Coast, but it also means 
that we must protect and defend every mine, every factory, 
every mile of railroad track, every highway, every farm— 
everything and everyone. 

The new corner pillboxes will be scientifically designed 
_ absorbents to ingest and nullify either poison gas or bac- 
teria or to repel firepower in every form. Above all, it 
means that America will literally have to go underground 
_ and that we as the symbols and inheritors of a high civili- 
zation shall return to the caves where our remote and ape- 
like ancestors once gibbered in fear against the things of 
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the night and the hostility of a world but dimly perceived 
through the grayness of a dawning intelligence. 

We shall have to go underground and put every plant 
and business establishment, school, hospital, and theater 
underground also. To move even 10 percent of the economy 
in this direction would cost around 40 billion dollars, a sum 
far more than we should be called upon to invest during 
the next five years in accord with our program to buy the 
peace by helping to build the world anew. Any way you 
look at it, isolationism, whether military, economic, politi- 
cal, or social, is too expensive and is always a bad invest- 
ment. The psychology of defense, whether military or 
economic, means isolationism also. Obviously we are not 
Hitlers, straining to launch a military offensive and con- 
quer the world by force of arms. What there is left to 
conquer, fears, poverty, insecurity, and ignorance, can be 
conquered by sharing with the rest of the world some of 
the material advantages we enjoy. This is invasion by 
investment. 

The ultimate alternative, America’s transformation into 
an underground society, will concurrently mean that, come 
the day of the showdown, we shall have to undertake an 
armament program costing up to 40 or 60 billion dollars a 
year. It will mean that we shall transform ourselves into a 
race of fearsome gnomes, jittery and unstrung with the 
obsession of invisible and instantaneous death, with suspi- 
cion and hatred and fear, continuing fear—the heartbeat 
and the heartbreak of our daily lives. 

Individual liberty would die; since a war economy of 
this type would inescapably introduce rigidities, regimen- 
tation, and a kind of control over almost the very process 
of breathing which would turn individualistic Americans 
into neurotics and psychotics, with each man’s hand raised 
against that of his brother and with each kept in check and 
disciplined only by our own variant of a gestapo. Moral 
codes, laws, and institutions might well come to an end 
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since to be strait-jacketed as dwellers in a wing of a 
global lunatic asylum is in effect to give up moral respon- 
sibility for both word and deed. There might even be that 
curious dance toward death, toward self-destruction which 
H. G. Wells envisaged in his memorable The Shape of 
Things to Come in which mankind, obsessed and shattered 
by the apprehensions of atomic war, broke out into strange 
gyrations and whirled like dervishes to their own doom. 
This whole forecast of a tragic tomorrow would make 
every American feel that he will soon be forced to abandon 
the psychology of a human being for that of a ground mole. 
Certainly, this is the crazy pattern of a world gone mad, 
but it is the pattern of the only alternative to releasing 
sufficient credits to guarantee peace with work and faith. 

Forced by the need to cope with the idea of spending 
millions and billions of dollars, the average man tends to 
say, “This is impossible, and anyway where is all that 
money coming from?” It is coming from the catalyst of our 
modern age, namely, the creation and extension of credit, 
credit which is the pledge of today’s skill and facilities to 
ensure tomorrow’s production. Let us make this clear by a 
simple example. If Mr. A takes his friend Mr. B to a bank 
and signs a note for $100,000 in order to enable Mr. B to 
start a factory, nothing is changed except that Mr. A makes 
his present possessions, represented by credit, “negotiable,” 
that is, turned into a form of money for something that Mr. 
B will make tangible tomorrow. When Mr. B is finished, 
he has given a new building, a new machine, a new busi- 
ness to the world with $100,000, and Mr. A’s money or 
collateral is still his. Whether the transaction occurs be- 
tween private firms within one country or in dealing with 
their prototypes in other nations or between governments 
and private enterprises, domestic or foreign, this under- 
lying principle of credit for the creation of new wealth, 
obscured too long by the mumbo jumbo of financiers and 
economists, remains exactly the same. 
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The reason that we must create and extend this kind of 
wealth-creating credit to other peoples is that this becomes 
both the philosophic and practical evidence of our own faith 
and theirs in having a better and more secure tomorrow. 
On the basis of surveys made by some fifty governments, 
it is certain that the needs of the people in the world for 
food and clothing and shelter cannot be fully satisfied for 
the next fifty years even if we ourselves pour out fifty 
billion a year either in loans or in goods for building 
production “wealth.” Moreover, in the very nature of 
things, human beings generally are impelled to add to 
their material ‘“having.’’ When their basic wants are satis- 
fied, they desire comfort. When they have reached the com- 
fort level, they hanker after luxuries. Hence, there is no 
foreseeable saturation point in terms of human needs and 
wants. 

Even in our own country, there are many needs and 
wants still unsatisfied. Whereas we have some sixty million 
people gainfully employed, a figure scoffed at as fantastic 
only a few years ago, there is a sharp sense of worriment 
and insecurity as to how long the job is going to last. People 
are also puzzled as to what basically brought about this 
high level of employment. In other words, why do we have 
sixty million people working today as against thirty-seven 
million only ten years ago? Our five million increase in 
population during that period hardly accounts for this 
discrepancy. The answer is to be found primarily in the 
fact that mobilization for war released huge sums of money 
for full production which in turn meant full employment. 
The bigger the credit or money released for building new 
apparatus for production, the bigger the employment. 

Both that full production and full employment would 
have been impossible without the release of huge credits 
which not only were the basis for building wartime facili- 
ties but also fostered the construction of facilities that have 
been transformed to peacetime uses such as the great 
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Willow Run aviation plant which has been adapted by the 
Kaiser Frazer Automobile Co. to the output of passenger 
cars. Despite the war-sponsored rise of both business activ- 
ity and a tight labor market, our economic future is still 
threatened by two perils: (1) the reluctance of American 
business leaders to adopt and carry out a policy of expan- 
sion and (2) the lack of sufficient mass purchasing power 
which alone can sustain mass production. Consider each in 
turn. 

The steel industry, for example, is the backbone, the chief 
vertebra of the American economy. Yet our steel masters, 
hampered by the old scarcity outlook and by the fatalistic 
view that every boom must inevitably be followed by a 
“bust,” are resisting the vital and long overdue necessity 
to enlarge our steel output—not only for our needs but 
also to quicken recovery abroad. There is no economic 
reason for this attitude. It represents devotion to an outworn 
creed rendered obsolete by our present position in world 
affairs and by the ever-increasing need for steel both in the 
United States and elsewhere throughout the world. 

We in this country have several million people too close 
to the border line of penury to get any sense of security and 
well-being out of our present prodigious prosperity. While, 
in 1948, we had a total national income of well over 200 
billion dollars, this is not enough to lay the broad ground- 
work for continuing our prosperity. After all, about 80 
percent of our national income goes for wages and salaries, 
making an average of something a little more than $3,000 
per year per employee. 

In view of inflation and the likelihood that prices will be 
stabilized at levels 70 percent above those of 1939,* a 
decent standard of living in the United States has to be 


* This is a forecast, based on historical precedent, as to new price plateaus 
that have followed wartime releases of credit in the United States after the 
Revolutionary War, the War of 1812, the Mexican, Civil, and Spanish-Amer- 
ican wars, and World War II. 
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something close to $4,000 for the statistical family of 4.1. 
Our aim should be to raise that average pay envelope to 
around $100 a week, which translated into 1939 prices 
would mean about $49.25 a week on the average. This 
hardly is luxurious living, but it would be enough to keep 
the wheels turning.* 

Concurrently, we must have customers at home and 
abroad, and to have customers we must expand our national 
economy and the world economy at one and the same time. 

To accomplish this dual objective, to increase our own 
prosperity, and to make our most effective contribution to 
global prosperity, we must double our productive capacity 
every ten years. We almost did it in five years from 1940 
to 1945 at an approximate cost of 50 to 70 billion dollars. 
We could not do it again without at least another invest- 
ment of from 60 to 100 billion dollars. We had to invest 
these sums first—about 30 billion by the Government and 
between 25 and 40 billion by business. This is not only a 
question of economics, it is also a question of faith in our 
system and what it signifies. 

We can move forward into the future if we recognize the 
reality that business can only flourish or survive when it 
exemplifies those upbuilding and risk-taking precepts of a 
dynamic capitalism. Expansion of facilities, the willingness 
to scrap the old and to install the new, the willingness to 
put on the market promptly new inventions and try out 
new methods, the willingness to risk high production at 
high wages and thus foster high consumption, rapid turn- 
over, and low unit costs—these are the criteria of what 
must henceforth be the American businessman’s philos- 
ophy. To put that philosophy into practice, credit has to 
be seen as the greatest social invention of our age and its 
full use as important to us as a people as law, medicine, or 


* Management must convince labor that it will, with the cooperation of 
labor, do its best to make the workers’ dollar more valuable. Labor will have 
to stand up and give rather than lie down, sit down, or “feather bed.” 
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parliamentary government. The leaders of the American 
business community must tool up their own thinking and 
realize that credit and its creative use are both the psycho- 
logical and economic mainspring of modern industrial 
society. If the business leaders lead, the people as a whole 
will cooperate. Eighty million American investors, the larg- 
est economic group in the country that is still largely un- 
organized, must come to the same conclusion.* 

The entire record of man’s economic life, whether under 
ancient despotism, under a medieval monarchy, in a democ- 
racy, or under totalitarianism, shows one irrefutable fact. 
There has never been, nor ever will be, a period of prosper- 
ity unless preceded or accompanied by a large release of 
credit. What this adds up to is simply that people at certain 
times and at certain places made up their minds that their 
country had a future and that therefore they could with 
confidence invest in more and yet more production. The 
chief cause for the failure of every economic system since 
the Industrial Revolution has been that the ability to con- 
sume has not matched, roughly, at least, the ability to 
produce. Credit that is creatively used is the only sure 
instrument that can establish and maintain this reciprocity 
between the ability to produce and the ability to consume. 

Several pioneer or vanguard mechanisms already exist 
for creating and releasing the credits which alone can 
assure to American business the ability to buy on the part 
of billions of new foreign customers. There is, for example, 
the World Bank designed to loan money for industrial 
reconstruction and development. There is the Export-Im- 
port Bank which was formed originally to assist domestic 
industry and foreign traders to underwrite exports and 
imports. Yet both these institutions are more limited in 
funds and scope than is generally realized. The World 
Bank in 1948 had a maximum operating fund of 800 mil- 


* For many years, the author has been an organizer, founder, and officer of 
investor groups. 
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lion dollars. Similarly the Export-Import Bank, which ex- 
tracts its capital from United States government revenues, 
functioned under a foreign loan ceiling of around 500 
million dollars in 1948. If we visualize the World Bank 
as a bottle of black ink, the Export-Import Bank as a bottle 
of blue ink, and the need for global credits as a good-sized 
swimming pool, we can readily see just how much effect 
the lending powers of both these estimable but limited 
mechanisms can have in coloring the world’s economic 
future. 

There remains, of course, a third institution, the Recon- 
struction Finance Corporation. Under its charter, as fre- 
quently amended, it was empowered during the war to 
deal with strategic and critical materials and to advance 
moneys to our allies, such as Russia and the United King- 
dom, either to purchase American products or to maximize 
the dollar exchange rate. But the RFC, even though it has 
proved a flexible instrument in times of war, is not vast 
enough in intent nor flexible enough in practice to be a 
really effective vehicle of American aid in world recon- 
struction. Nevertheless, the RFC does provide the first rough 
contours for an agency which might well be developed to 
finance world recovery and world peace. 

There seems to be one clear conclusion: the urgent neces- 
sity to set up at once a new agency to be called perhaps the 
“World Reconstruction Authority” to cope with all facets 
of any program—such as the Marshall Plan, Point Four, 
and the program set forth in this book—looking toward 
world trade and ever-rising living standards as both the 
generator and the gyroscope of world stability. 

An agency of this kind should exemplify American eco- 
nomic techniques in promoting new enterprise all over the 
globe. A World Reconstruction Authority could act as 
clearing-house and coordinating guide for such financial 
institutions as the World Bank, the Export-Import Bank, 
the RFC, and other government agencies. The World Re- 
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construction Authority could also bring into play aggre- 
gations of capital formed by American private corporations. 
It would constantly collect the pertinent facts and figures 
on agriculture and industry throughout the world. It would 
seek to work out a balance between demand in one country 
and the supply to meet that demand in another. It would 
pool the research and technical facilities of the various 
economic ministries and departments of all the nations 
identified with the United Nations. In short, the World 
Reconstruction Authority would combine planning, finan- 
cial, and industrial functions and can perhaps be best 
visualized as fusing, for world purposes, the essential oper- 
ations of our own private industrial resources, our own 
RFC, and of the War Production Board (WPB) during 
World War II, all of them raised to the nth power. 

The World Reconstruction Authority set up initially 
perhaps by the United States would probably function as 
the clearing-house for all foreign support under a planned 
program such as we outline in this volume. Should this be 
the case, the most desirable method would be for American 
corporations to undertake whatever reconstruction is to be 
done in various parts of the world on the basis of putting up, 
say, 5 to 10 percent of the money required and discounting 
or getting guarantees from the World Reconstruction Au- 
thority for the balance. This is somewhat the same way 
that the Federal Housing Administration and the Recon- 
struction Finance Corporation, as well as the Federal 
Reserve, operated during the years of our depression. This 
would facilitate the crucial task of providing American 
credits, personnel, and know-how around the world. 

It would give our people a chance to be on the spot 
where reconstruction work is being done and in this, the 
most practical way, learn how to get along with other 
people on their native soil. 

On this World Reconstruction Authority, labor and man- 
agement as well as the individual investor should be repre- 
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sented, notably the small, independent American citizen 
who buys domestic securities and who should also be an 
active purchaser of world recovery bonds. Of course, the 
Secretaries of Labor, Commerce, and of State should also 
participate continuously. Such a World Reconstruction 
Authority should exercise, at times, the power to ration and 
control goods which are in short supply in order to recon- 
cile domestic and foreign needs. 

This agency should be manned, of course, by people who 
in terms of political affiliation are independent of a partic- 
ular Federal administration. They should be paid as well 
as they would be paid in private industry. The tenure of a 
World Reconstruction Authority should, of course, be re- 
newed only so long as it justified its existence. But its cap- 
ital and the funds allotted to it must be great enough to 
do the job. If the United Nations should prove to be perma- 
nent then undoubtedly the World Reconstruction Authority 
would have to be wholly or in part taken over by that 
organization. Indeed, the ultimate purpose should be to 
establish the WRA within the framework of the United 
Nations. Pending that day, however, its administration 
would have to be handled by the United States as the 
nation putting up the original credits. 

Involved in this whole matter, of course, is the question 
of inflation. The answer to inflation, and to deflation too, 
is ever-higher productivity, and the answer to productivity 
is sufficient financing of both enterprises already in exis- 
tence and new ones. 

In the United States, the way to increase productivity 
may mean lengthening the work week, as Bernard Baruch 
suggested in January 1948. It means that union and non- 
union workers should have no ceilings placed upon their 
ability to produce and should be paid in accordance with 
their productivity. It means also that wages and prices 
should be stabilized, especially in regard to the “take” of 
the farmer who would have to keep his ambition from run- 
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ning away with him. But, if we permitted the doors of 
immigration to open and allowed a million or more farm- 
ers in every year, we could be quite certain that enough 
lands would be opened in a comparatively short time to 
take care of our own food needs at reasonable figures as 
well as helping meet those needs elsewhere around the 
world. 

Mr. Baruch, in this whole connection, further declared: 
“The Marshall Plan must be fitted into a larger structure 
of foreign and domestic policy rugged enough for the 
uncertainties ahead. . . . Either we organize production 
and self-restraint to furnish the tools and materials for the 
peace-waging to the degree that is necessary, or the peace 
is lost.” 

These are very fateful words and fit in with our thesis. 
They are quite contrary to the sentiments of Mr. Hoover 
who is only in favor of providing food as may be necessary 
and of stopping there and barring capital goods help. This 
means again that sleep around the world would be lost, 
and we should be giving up our allies and friends to what- 
ever enemy would seek their aid and association. It is a 
short-sighted, war-producing policy. It is isolationism all 
over again. It is the kind of thinking which, because of 
Mr. Hoover’s position and influence in 1928, helped to 
bring about the great depression, that precursor of World 
War II. 

Mr. Hoover’s approach, as expressed on January 21, 
1948, is a sad commentary on what puts us in the dog house 
when we come to do a job of constructive thinking about 
United States economy and its global impact. It is quite 
clear that ex-President Hoover does not see the great, im- 
mediate necessity for enlarging the productiveness of our 
home plants. We are short of steel-making capacity as well 
as a great many other essential facilities. This capacity 
must be enlarged, and it must be enlarged here as well as 
abroad. 


IV 


The Marshall Plan Is Not Enough 


DuRING THE PAST one hundred and fifty years, such diver- 
gent figures as Metternich and Benjamin Franklin, Voltaire 
and Rudyard Kipling, each in his own way, have advocated 
the establishment of an economic United States of Europe 
to remove the curse of Cain from its peoples. In our own 
more recent times, the incisive Aristide Briand, the persua- 
sive Count Coudenhove-Kalergi, the eloquent Winston 
Churchill, and the sapient Pope Pius XI have been only 
four of the better-known exponents of this idea. 

Whether their starting point was political, humanita- 
rian, or a blend of both, the latter-day supporters of this 
doctrine tended to argue along these lines: that the wars 
which had occurred in Europe, except those started by 
Germany which have been and remain special cases, have 
been brought about by those smaller nations where living 
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standards were the lowest, where individual liberty of 
action was trammeled, where parliamentary government 
existed in name only *—in short, that the Serbs, Croats, 
Albanians, and others in the Balkan States have been a 
continuing cause for war ever since the Congress of Vienna. 

On the other hand, such small nations as Denmark, 
Switzerland, Holland, and Belgium, where living standards 
were comparatively high, where parliaments and the spirit 
of democracy prevailed, where individual initiative was 
given wide scope and encouragement, have been the victims 
of war but never its sponsors. 

War may not be wholly a question of economics, but in 
the Europe of the past 140 years, economics has been 
mainly a question of war. “It has become plain,” said 
Sumner Welles in 1946, “that a Europe composed of a mul- 
titude of small states, each insistent upon the ultimate mea- 
sure of its sovereignty, divided one from the other by 
artificial and often insuperable economic barriers, and 
refusing to cooperate in the development of natural re- 
sources . . . can under no circumstances become a Europe 
in which a lasting peace is possible. What has suddenly 
become even plainer is that a Europe divided by an iron 
curtain, dominated to the East by an . . . authoritarian 

. system, and composed in the west of a number of 
increasingly impoverished and unstable democracies can- 
not long endure.” 

However, the concept of an economic federation of Eu- 
rope, endorsed by romantics and skeptics, by theorists and 
realists, remained in the realm of speculation. No practical 
step was taken in this direction until June 5, 1947, when 
George Catlett Marshall, Secretary of State, delivered his 
momentous and memorable commencement address at 
* From 1848 forward, Prussianism, Pan-Germanism, and the authoritarian 
father in family life molded a German character that could only cringe or 
domineer, that could expand its own personality only by extinguishing that 


of others, and that found in Drang nach Osten, Nazism, and the dream of 
world conquest outlets for its profound feelings of insecurity and inferiority. 
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Harvard University. Even at that, Secretary Marshall 
merely suggested that European nations in concert take 
the initiative essential to their economic recovery and well- 
being. He offered no “plan,” only an “approach.” He de- 
clared simply that the remedy for the decline of Europe 
was to be found in “restoring the confidence of the Euro- 
pean people in the economic future of their own countries 
and of Europe as a whole.” 

“It is already evident,” he continued, “that, before the 
United States Government can proceed much further in 
its efforts to alleviate the situation and help start the Euro- 
pean world on its way to recovery, there must be some 
agreement among the countries of Europe as to the require- 
ments of the situation and the part those countries them- 
selves will take in order to give proper effect to whatever 
action might be taken by this Government. It would be 
neither fitting nor efficacious for this Government to 
undertake to draw up unilaterally a program designed to 
place Europe on its feet economically. This is the business 
of the Europeans. The initiative, I think, must come from 
Europe. The role of this country should consist of friendly 
aid in the drafting of a European program and of later 
support of such a program so far as it may be practical for 
us to do so. The program should be a joint one, agreed to 
by a number of, if not all, European nations.” 

Sixteen European nations promptly answered the call to 
cooperation implicit in Marshall’s speech to achieve eco- 
nomic resurgence on an over-all, as against a piecemeal, 
basis. Despite Soviet Russia’s boycott of this attempt and 
her ability to frighten off Czechoslovakia from attending, 
the first significant conference looking toward the historic 
goal of the economic unification of Europe was held in 
Paris during the summer of 1947 with the United States 
acting in the role of guide and adviser. What has been for 
generations a dream now seemed to have the first contours 
of reality. 


THE MARSHALL PLAN IS NOT ENOUGH 65 


However, when the first report of the Paris Conference 
was issued, projecting Western Europe’s needs over the 
next four years and recommending a loan of 22 billion 
dollars or around 5.5 billion a year from the United States, 
it was obvious that any such formulation of the so-called 
Marshall Plan could be only a formula for temporary 
adequacy and ultimate failure, an amelioration and not a 
remedy. 

To be sure, the report marked the start of collaboration 
among the sixteen participating countries. It did set up 
systems for joint production and distribution of food, fuel, 
steel, and ships, together with a supranational power grid, 
oil refineries, and railroads, and also systems to standard- 
ize, modernize, and integrate the economic activities of all 
sixteen. Yet the bill of particulars, as developed by the 
Paris Conference, was as inadequate to its purpose as the 
intent of the Marshall Plan was admirable in its principles. 
While Secretary Marshall had asked for a cure, the Paris 
planners furnished only a palliative, a stopgap measure 
of relief, not a bold, positive program for recovery—a 
hesitant gambit against the Soviet Russia aggrandizements, 
not a campaign to checkmate them permanently. 

Many of the calculations made by the Paris Conference 
were, on their face, preposterous. In the first place, the 
production target of restoring cereals, sugar, potatoes, and 
other foods to 1938 levels is going to leave millions under- 
nourished since the population despite war deaths has in- 
creased some 11 percent during the past ten years. More- 
over, the Paris planners, in arriving at this figure, assumed 
that Soviet Russia, along with Bulgaria, Rumania, and 
Yugoslavia, would continue to contribute as before World 
War II to the supply of grain, lumber, copper, and other 
raw materials of Western Europe. The notion that Russia or 
any of her satellites would thus obligingly help to feed the 
non-communist bloc of nations proved a prime specimen 
of that naiveté which Bismarck once described as “worse 
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than a crime, a blunder.” In the second place, by means of 
curious financial divination, the Paris planners assumed, 
that compared to July 1947 levels, import prices would 
decline 7.5 percent in 1949 and 10 percent in 1950. At the 
same time, it was assumed that the Western European 
nations could take advantage of such a deflationary move- 
ment to buy cheap and sell dear, to command premium 
prices for their exports. In all fairness, it must be observed 
that such gifted European experts as Mr. Hervé Alphand, 
chief of economic and financial affairs for the French 
Foreign Ministry, protested against this statistical shell 
game. Together with English and Dutch conferees and 
others, he consented to play it only after American officials 
at the Paris meeting insisted that it was mandatory in order 
to reduce the estimated costs of this first Marshall Plan 
variant to an amount that could be more readily voted by 
the United States Congress which had to appropriate the 
necessary funds. 

But these were merely some surface shortcomings of the 
original Paris report. Far more important was its central 
assumption that the “production expansion which is en- 
visaged by 1941 is similar in general scale to that achieved 
by the United States in the mobilization years of 1940 to 
1943.” This statement sadly illustrates what can happen 
when wishful thinking becomes a substitute for economic 
analysis. For between these years in the United States, man- 
ufacturing output was increased by more than 250 percent 
and the output of raw materials by 60 percent. The labor 
force grew by 20 percent as housewives, elderly men, 
youngsters, and the physically handicapped took war-plant 
jobs. Work hours per week were lengthened from 40 to 
48.1 in fabrication, from 39 to 47.5 in extraction, and from 
52 to 59 in agriculture. 

What was unaccountably ignored by the Paris Confer- 
ence was that this majestic mobilization of American pro- 
ductive forces was made possible by the release of 83 billion 
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dollars of credit a year. While the United States population 
is estimated at over 149 million, the population to be served 
by the Paris version of the Marshall Plan exceeds 270 
million. Moreover, their mines and factories were largely 
destroyed or disrupted by the war; even in peacetime, their 
productivity was generally from one third to one half below 
that of their American equivalents. Yet, the sixteen nations 
expect to duplicate in essentials the American wartime 
performance that cost 83 billion dollars a year on about 
5-6 billion a year. Even making allowances for higher 
American wage rates and other costs which average more 
than twice those of Western Europe, the discrepancy is 
ridiculous. With this sum of 5.5 billion dollars a year, 
Western Europe, using 1938 as a baseline, intends to 
enlarge its oil refining two and a half times, its supply of 
electricity by 80 percent, its inland transport by 25 percent, 
and its coal and steel output by 20 percent. 

The inadequacy of the Marshall Plan is so apparent as 
hardly to justify discussion or comment. Present appropria- 
tions call for 5.5 billion a year, over a four-year period, for 
the industrial recovery of sixteen nations of Europe plus 
Western Germany with a combined population of more 
than 300 million. Of the total sum spent in 1948, some 34 
percent went to the United Kingdom, 22 percent to France, 
14 percent to Germany, and the remaining 30 percent was 
divided among thirteen other countries, namely, Austria, 
Belgium, Denmark, Ireland, Greece, Iceland, Italy, Luxem- 
burg, Holland, Sweden, Turkey, Portugal, and Norway. 

What we are doing to the people of these sixteen nations 
is to tell them, in effect, that the very best they can hope 
for from the Marshall Plan is a return to the living stan- 
dards of 1937-1938, a time of particular poverty, uncer- 
tainty, and discontent—in short, that they can look forward 
to no substantial improvement in their condition but must 
look backward to the same industrial deficiency that has 
plagued the Continent for generations. 
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The survey of United Nations’ Economic Commission 
for Europe, published in May 1949, validates this conten- 
tion beyond any contradiction or doubt. It points out that 
the present system of Marshall Plan grants in aid, based on 
the estimated minimum deficits in overseas trade on the 
part of ERP countries, cannot maintain the margin re- 
quired to convert their currencies effectively and to get 
them out of the red in terms of their overseas balance of 
payments. 

Implicit in the report is that the only lasting solution to 
Europe’s critical balance-of-payments problem is to achieve 
a rate of “capital formation” which alone can increase the 
extremely low per-capita production of European peoples. 
To cover the deficit on dollar transactions, Europe would 
have to increase exports to the United States by 310 percent. 
Only then could it remotely begin to accumulate the invest- 
able funds necessary to raise its economics from the low 
point of 1938. The only answer, therefore, is more, much 
more, investment capital from the United States. 

Despite the tremendous efforts to increase the productiv- 
ity of Europe’s material and human resources and despite 
the 16 percent rise in output for 1948 and the 25 percent 
reduction in debts owed, the present amount of overseas 
investment capital still does not suffice to “narrow the tre- 
mendous gap between the actual levels of productivity in 
European industry and the levels that could be reached if 
capital equipment and the organization of production were 
improved to standards comparable with those in the United 
States.” 

In short, the Marshall Plan will not bind us to the 
peoples whom we want bound to us. It does not reveal to 
them our intentions after 1952 when ERP aid ends. It will 
not open the way to peace nor to prosperity for them or for 
us. It will not insure our own high level of production 
which we must have in order to be strong militarily and 
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industrially. It is certainly without vision and a nation 
without vision is a nation in decline. 


Barbara Ward, foreign editor of the Economist, is the author 
of a recent book entitled The West at Bay and is an eloquent 
spokesman for this point of view. 

Miss Ward declares that successful communist propaganda is 
far more a fruit of Western failure than of Soviet effort. Simi- 
larly, she in effect endorses the underlying thesis of this book 
that the greatest need is for ‘“‘a postive, sustained and world-wide 
Western campaign to counter communism in the only effective 
way in which it can be countered—on the one hand, by pooling 
the military defenses of the free world and making it clear that 
further Russian advance means war, and on the other, by initiat- 
ing on the widest possible scale imaginative schemes of peaceful 
reconstruction and expansion that can capture the imagination 
of the world. In this way, Russia’s two weapons of violence and 
propaganda can be compelled to turn in the hands that use 
them.” 

Miss Ward goes on to point out that a comparison between the 
Europe of October 194.7 and the Europe of October 1948, which 
is before and after the Marshall Plan, clearly indicates that the 
mere hope of a plan checked the Communist drift in France and 
the mere outline of a plan turned the Italian elections against the 
Communists. It also forced the Russians to tighten the screws on 
their satellites in Eastern Europe to such an extent that this very 
act helped to force the Yugoslavs out of the Cominform. Inade- 
quate as the Marshall Plan is, she continues, it wrenched the 
initiative from Russia’s hands and instilled hope in the average 
man and woman in Europe. 

The plan we propose herein can unite what Miss Ward classes 
as “20 or 30 different worlds” which Stalin now sees juxtaposed 
against his one world. All of these worlds are pursuing different 
and often contradictory aims and are riddled with mutual dis- 
trust and lack of one great hope or one great aim. It is this that 
is encouraging Stalin in his hope that the outside world will 
destroy itself. A great cohesive force can be supplied by the super- 
Marshall Plan outlined in these pages. ““The Marshall Plan of 
1948 itself covers only a tiny fraction of the world, and there is 
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no great, grand strategy; and only a great, grand strategy can de- 
stroy the ogre of Communism,” Miss Ward emphasizes. The 
Marshall Plan, however, is the only successful experiment which 
indicates the grand strategy we must develop. 

Miss Ward points out that five great global groupings—the 
United States, the British Commonwealth, the European West- 
ern Union, the Western Dependencies, and the nations of the 
Pan American defense system—virtually cover our world. She 
maintains that at best these constitute five separate and imper- 
fectly coordinated systems and as such cannot meet the unified 
Communist drive; but if the principles of the Marshall Plan and 
of a Western defense pact are applied, something much more 
formidable begins to emerge, and we really begin to get a united 
world and the vision of a better world in which peace can be 
permanent. Miss Ward suggests that: 

“In the first place, the five systems should be linked by inter- 
locking defense pacts, with standardization of equipment and 
unified command on a regional basis, each pact drafted to con- 
form with the United Nations’ provisions on regional pacts. The 
areas in which Russia could then attack without risking general 
war would be reduced to a minute portion of the earth’s surface. 

“Tn the economic field there are a hundred ways in which the 
foundations of permanent economic collaboration can be laid. 
But two possibilities can be mentioned for example’s sake. A 
start could be made by taking two existing international institu- 
tions, the World Bank and the International Trade Organization, 
and breathing new life into them as living organs of the free 
world. The ITO might have the function of balancing trade be- 
tween the five systems not in the orthodox negative method of 
redressing adverse balances by cutting the imports of the debtor 
country but by expanding the imports of the creditors. A peri- 
odical balancing of the books would reveal where special stresses 
and strains were emerging and concerted action would then be 
taken to restore balance at the highest not the lowest common 
denominator of trade. 

“The functions of the Bank would be twofold; in the first 
place to insure that the free world was getting sufficient capital 
into international circulation and, secondly, to undertake in the 
world at large new models of those great projects, such as the 
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Grand Coulee Dam, the Tennessee Valley Authority, the Dnie- 
pestroi, which seem to have as much a symbolic as economic 
value in the modern world. 

“Tf, within five years of setting to work, the free nations could 
point to a Euphrates Valley Authority, a vast development 
scheme on the Yangtze, the transformation of Formosa into a 
powerhouse and storehouse of the Far East, the Russians could 
whistle up ten more Five-Year Plans and still have the whole 
weight of Western achievement working against them.” * 


Parenthetically, there is one vital element that com- 
mands candid discussion. It is the attitude and viewpoint 
of American workmen and American labor groups. The 
fight for peace and investment for peace is an urgent, sub- 
stantial program. It will not permit of featherbedding any- 
where along the line. The men and women who do the 
work of the nation will not be able, under this great pro- 
gram, to lie back. The forty-hour week will not do the job. 
As Bernard Baruch pointed out, it will take at least another 
four extra hours a week and possibly eight extra hours per 
week for the next five years to get the kick-off work done 
for those things which have to be done. Implicit in our 
program is that the buying power of the American worker 
must be constantly increasing. But that buying power must 
be increased as the worker invests a comparably larger 
labor effort that will result in his higher productivity. Nat- 
urally, the principal load should be carried by improved 
methods and improved machinery. But some old-fashioned 
sweat is also indispensable. 

The higher the standard of living we can achieve for 
ourselves, the more quickly can we get our income high 
enough to provide the capital for larger mechanization of 
our own production machinery that will enable us to do 
the job of assuring peace and prosperity abroad. The work- 
ers there cannot do the job for their own countries on a lay- 
back basis either. Work is the answer. 


* Reprinted from The New York Times, November 14, 1948. 
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Although the mechanical productivity of machinery 
since the turn of the century has increased sixfold, the 
productivity of labor itself has increased only threefold. 
In fact, some statisticians say individual productivity of 
labor in 1948 was 25 percent below what it was in 1940. 
This fact, when taken together with round after round of 
wage increases, tells us in part why we have been subject to 
the threat of great inflation in the United States in the 
three years from 1945 to 1948. 

The American working man himself must be roused to 
his own problem of keeping democracy alive. He cannot 
do that only by using his power to get more money when 
in fact the money itself cheapens in his own hands in the 
very process of acquisition. The lack of corresponding pro- 
ductivity means that his extra money marks no advance in 
his living standard. 

It is curious, too, that in the United States we still resort 
to strikes and that we do not adjudicate these disputes be- 
tween labor and management by the use of courts which is 
the civilized way of settling controversies. We must have 
confidence that the ultimate good sense of the American 
working people will prevail. 


To resume our thesis, the blunt and brutal fact of the 
matter is that our own State Department virtually coerced 
the economic ministries and personnel of the sixteen par- 
ticipating nations into making up budgets which were, 
industrially, inadequate to a tragic degree but which, polit- 
ically, would be palatable to the United States Congress. 
This was no service either to Congress or the American 
people. It assumes, in ex cathedra fashion, a narrowness of 
vision, a parsimony of spirit that neither Congress nor our 
people would display if they had available all the facts. 

In this respect, there is a frightening parallel in our for- 
eign policy after World War I. Between 1923 and 1928, for 
example, we extended aid to the German economy, but in 
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amounts that did nothing except to tantalize and to hold 
forth a promise that was never redeemed. We then with- 
drew, since we were dissatisfied with the results of our » 
niggardliness and lack of foresight, and let the Germans 
drift into the chaos and resentments that led directly and 
inescapably to Hitler and World War II. Today we are 
doing the same thing all over again—under the Marshall 
Plan. 

The basic principles of our thesis can perhaps be most 
effectively dramatized by seeing how they apply in con- 
crete cases in such key countries as the USSR, the United 
Kingdom, France, Germany, Italy, Greece, Turkey, Israel, 
China, and Argentina. These cross-section case histories 
illustrate our approach, but every other country in the 
world could also be taken separately and its economic prob- 
lems analyzed in the light of that approach. For example, 
if space permitted, it would have been particularly interest- 
ing to have treated all of Latin America. 

Our large-scale investment of approximately 300 billion 
dollars in that fabulously rich area during the next fifty 
years would: (1) insure the impregnability of this hemi- 
sphere, (2) give to us in the United States a considerably 
higher standard of living than we now enjoy, (3) cement 
cultural ties and associations, (4.) guarantee our own econ- 
omy against any depression or setback for the next fifty 
years, and (5) unify all peoples of this hemisphere in a 
great peace crusade—mobilizing enthusiasm and devotion 
to this cause in a way that only war has previously done. 

We have selected the countries to be treated in detail not 
only because they themselves are crucially important to 
the world economy but also because they are the dominant 
forces and influences in the future course of world affairs. 

England, Italy, and France, for instance, form our ram- 
parts in Western Europe. China is the testing ground of 
communism in Asia as well as a potential of 400 million 
customers for American mass production. 
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Greece is another testing ground where, if we succeed 
in our program of peace by investment, we shall have done 
much to stop World War III. 

Germany needs a constructive program and a firm, sure 
American hand. 

Turkey is a country that makes it possible for us to show 
either that we can make a Switzerland out of Europe or 
shall permit Europe again to Balkanize itself. 

Argentina represents a different category, a neo-fascist 
country, that by means of appropriate investment dealings 
can be converted into a democratic co-worker. 

Israel is a country where creative investment, on an 
imaginative scale, can be used to develop a new economic 
powerhouse for the entire Middle East. 

Last, but hardly least, the USSR—among other things— 
represents an economic system that remains the great cen- 
tral challenge to our own way of work, wealth, and hap- 
piness. Paradoxically, only by investing in Russia and her 
people can we reduce her threat to us and foster a climate 
of coexistence in trade and in peace. 

“Britain faces bankruptcy,” bluntly declared the Econ- 
omist of London in 1947. “Britain has been living like an 
improvident family which, failing to make both ends meet, 
first spends the accumulated capital of the past, then bor- 
rows from friends—from American friends, from Canadian 
friends, from South African friends—and when their loans 
are exhausted, begins to pawn the furniture . . . It is of 
course true that there is nothing discreditable in the events 
which led the British community to this desperate plight. 
Alone of the belligerents (except the German aggressors) 
Britain fought in two world wars from the first day to the 
last . . . But in fact the reasons which have brought the 
British to beggary are less likely to be remembered than 
the fact that they are beggars [italics ours]. . . . The old 
soldier showing his campaign medals at the street corner is 
an object of pity, not of respect. 
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“If the present attitude of the different classes in society 
cannot be mobilized into something more than the collec- 
tive and disgruntled selfishness they show today, then the 
British will be obliged to face their supreme economic crises 
without the only assets upon which they could still draw— 
their political balance, their deep natural unity, their 
phenomenal staying power.” 


V. 


Britain: Planning for Poverty 


Topay, AS IN THE PAsT, the most important thing about 
Britain is not her economic structure, nor the political party 
that happens to hold office, but rather the character of her 
people. They remain Britain’s primary asset. The secret of 
their strength and their endurance under stress is a quiet, 
bred-in-the-bone patriotism; for John of Gaunt’s magnifi- 
cent peroration remains the spiritual mainspring of the 
Briton, whether magnate or mail clerk, squire or street 
sweeper. Yet this patriotism, which is in part a refusal to 
admit defeat, in part doggedness in the face of disaster, in 
part a willingness to submerge the self for the common 
good at a time of peril, will hardly suffice to see Britain 
through her present crisis or to avert prostration and col- 
lapse within the next few years unless our present pro- 
gram of economic aid is doubled or tripled. 
76 
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There are, of course, some pessimists who are sure that 
England is already beyond help in the sense that she can 
never again expect to take her place among the major 
nations, that her decline into a secondary, or even a third- 
rate power, is inevitable, and that for the United States to 
enlarge the scope of her aid is merely to send good money 
after bad—all of it down the drain. The pessimists who 
predict Britain’s eclipse have clouded their thinking on 
our relations with the United Kingdom and on the latter’s 
influence on world economy to such an extent that their 
arguments must be reviewed and refuted before it is possi- 
ble to suggest a course of constructive action. 

First of all, Britain is plagued by too many people, affirm 
these prophets of her doom. During the reign of Queen 
Elizabeth, Britain had a population of five million; today, 
she has forty-eight million, crammed in an area half the 
size of Sweden which has less than seven million inhabi- 
tants. Even by resort to the most advanced methods of 
scientific agriculture, Britain can produce only 40 percent 
ef the food needed by her people; the remaining 60 percent 
has to be imported. Britain does hope to produce 35 per- 
cent above her 1938 level by the end of 1949 and 50 percent 
above that level by 1952. But in order to import food or 
anything else on such a grand scale, a country has to 
export in payment on an even grander scale, and it is here 
that Britain faces her double dilemma. Even though her 
exports in 1947 exceeded 1939 levels by 20 percent, they are 
not enough in amount to bring industrial activity up to 
heights that can sustain a population of even thirty million 
at anything more than prewar (1938-1939) standards 
which are none too high. The standard of living of the 
average Britisher is where ours was about thirty or forty 
years ago. In the first place, the original 1945 American 
loan of $3,750,000,000 which was to have lasted until 1951 
was exhausted four years earlier, toward the end of 1947. 
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For while Britain came out of World War II a victor, she 
came out infinitely weaker than ever before. Nevertheless, 
she sought to maintain the obligations and commitments 
appropriate to a first-rate power. She could not face the 
reality of being a contracting, impoverished land; she be- 
haved as if she were still the rich, expanding, and investing 
imperial country of the nineteenth century when Britan- 
nia not only ruled the waves but also international trade. 
She is in the position of a man who, once fabulously rich, 
finds himself still owning castles, yachts, and racing stables 
but with no means for their upkeep. At the very moment 
when she is on the verge of total bankruptcy, she maintains 
around a million and a quarter men under arms, the biggest 
peacetime military establishment in her history. 

When Lord Keynes returned to London in 1945 after 
negotiating the American loan and found that the Labour 
Government had made great-power commitments with a 
small-power purse, he assailed such “foreign office frivol- 
ities” as the road to ruin. He told Bevin that “. . . we have 
become a poor nation and we must shape our foreign policy 
accordingly. It is useless to have grandiose ideas that we 
cannot afford to put into operation. . . . Our first duty to 
ourselves and to the world is to safeguard our solvency.” 
However, Britain’s leaders, still clinging to the concept of 
their country as a great power, spent millions of pounds to 
keep troops in Palestine,* Iran, Egypt, Italy, Germany, and 


* The British cleared out of Palestine in June 1948. Britain made the same 
mistake in handling the mandate for Palestine which she made in dealing 
with the American colonies. The people in the American colonies were des- 
tined to become industrial leaders in the Western Hemisphere. They showed 
the same aptitude and pioneering spirit in the eighteenth century that the 
Jews who emigrated to Palestine in the twentieth century showed during the 
British mandate. 

The conservative and laborite political Bourbons of England were, how- 
ever, bull-headed and short-sighted. Here in Palestine was a group that 
showed it could make gardens out of deserts and successful business and in- 
dustrial enterprises out of the smallest opportunities. Here were people who 
could give birth and real growth to the Anglo-Saxon idea of freedom in the 
Middle East, a people who could and should make Israel a bastion for Anglo- 
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elsewhere in the face of a grievous manpower shortage at 
home. Therefore, continue the critics of Britain’s policy and 
prospects, a disproportionate share of American dollars 
went to support such great-power nostalgia instead of being 
used to rebuild the British industries. This ineradicable 
belief that Britain is still a great power has also dissipated a 
large part of the $1,250,000,000 loan from Canada in 1945. 
If we had an England as vigorous and strong as she was 
before the first World War, our problem and our responsi- 
bility would be cut at least in half, if not much more. As 
we shall point out in the course of this chapter, we can still 
cut our costs and our responsibilities by at least 50 percent 
if we make Britain strong again. 

The extent of Britain’s poverty is not generally realized. 
It is difficult for Americans to visualize that John Bull is 
actually economically sicker than little war-devastated Bel- 
gium after years of Nazi occupation. After World War II, 
the Belgians did what the British did not have sense enough 
to do. The British restricted imports. The Belgians encour- 
aged them, letting consumers buy luxuries from the outside 
and trusting to the profit motive to produce large enough 
exports to pay for these luxuries. Indeed, Belgium removed 
textiles, fruits, and tobacco from all controls and permitted 
more than 50 percent of the country’s purchasing power 
to be spent on goods shipped to Antwerp and Brussels 
from other countries. This policy forced down the price of 
even the most luxurious items and reduced consumer de- 
mand for them. On the other hand, Britain’s stringent 





Saxon ideas and ideals. But the British in their conceit made the same mess 
out of this situation that they had made in many parts of the world. 

The British failed to see how vital it was to their own best interests to have 
an industrial leadership in the Middle East that could raise moral, educa- 
tional, social, and political standards in the Arabian and Mohammedan world 
so that feudalism there could finally be dealt a deathblow—the feudalism of 
the Middle East that has contributed much to holding back the whole world. 

Belatedly, the British have come out in favor of recognition of the state of 
Israel that will do for the Middle East what the United States did for the 
Western Hemisphere and the whole world. 
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control over all imports under the planned economy of her 
labor regime has been but another factor steering her 
toward bankruptcy. 

Stricter rationing, curtailed travel, higher taxes, and 
other belt-tightenings may yield a temporary respite, but 
they will in the long run be about as effective as a corn 
plaster on a cancer unless Britain gets prompt and prodig- 
ious help from us. For Britain’s vicissitudes are deeply 
rooted. They are not merely the offshoot of a Labour Gov- 
ernment which in seeking a middle way between socialism 
and capitalism has managed to combine the worst features 
of both. The Attlee administration may be inept and 
bungling, but it is questionable whether even the most able 
and imaginative conservatives or a coalition of Labour, Lib- 
eral, and Conservative Parties would have avoided Britain’s 
current troubles. For Britain’s present plight is cumulative. 
It is the end result of a long downhill process caused by: 
(1) the outlays of much young blood and practically all 
her treasure in two world wars; (2) the liberation of de- 
pendent areas as colonies became dominions (and domin- 
ions are separate nations in all save name alone); (3) the 
rise of international business competition as North Amer- 
ica, France, Germany, and the Continent as a whole began 
to turn out goods once manufactured mainly by the British; 
and (4) last but hardly least, the emergence of the United 
States as the dominant economic power of the earth, sup- 
planting the United Kingdom. 

It has always seemed a kind of miracle to many people 
that even during the nineteenth century Britain managed 
to support so many people on such a tight little isle. The 
answer, of course, is that up to the aftermath of World 
War I Britain led the world in foreign trade, in foreign 
investment, in the manufacture of goods for sale overseas, 
and in using credits to develop backward countries. For 
centuries Britain’s sons were bold and imaginative. 

Her people led in every field, except possibly such fine 
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arts as music and painting. In literature, science, industry, 
finance, exploration, religion, crafts, and social science, she 
either provided the leaders or gave sanctuary to the leaders 
of other countries. The materials of which Shakespeare, 
Raleigh, Cabot, Shelley, Disraeli, and hundreds of her great 
were made are still there. Britain was the birthplace and 
the chief beneficiary of Watt’s steam engine, Arkwright’s 
steam-driven loom, and that whole group of inventions 
that set the Industrial Revolution in motion. She imported 
raw materials from every country and processed them into 
finished goods which were carried by her great merchant 
marine across the Seven Seas. From the last part of the 
eighteenth century down to the twentieth, roughly for 
around 117 years, Britain kept a head start on all her 
rivals. Her ability to apply mechanical energy to manufac- 
turing, the willingness of her moneyed men to risk funds 
on new ventures in any clime, and the government support 
given empire builders like Rhodes established her as the 
world’s foremost factory and counting-house, manufacturer 
and banker. Her whole economy, her very existence, was 
geared to the production of merchandise from adzes to 
zwieback for sale abroad. To a Briton, the phrase export or 
die was not only a slogan, it was—and is today more than 
ever—his daily prayer. 

Up until the advent of World War I, Britain’s economy 
flourished and her people prospered on the whole even 
though the gulf stretching between plutocracy and poverty 
was as wide and almost as unbridgeable as in Tudor times. 
However, internal social reforms were gradually improving 
or alleviating the lot of the destitute while the British 
trade mark and the pound sterling were solidly and respect- 
fully entrenched in every part of the earth. Britain’s pros- 
perity, however, was based on two crucial premises, a 
peaceful world by and large and a privileged economic 
position in it. If either of these were to be destroyed or 
_ damaged in any appreciable degree, Britain’s economic 
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leadership, her top-of-the-heap status would be threatened 
or even eliminated. In this respect, World War I was a 
terrible blow. It diverted energies that formerly went into 
manufacture and trade into output of war weapons. It 
forced the country to dip into her savings to hurl back the 
Kaiser’s legions in order to keep a place in the sun. Britain 
was buying goods and services from abroad without think- 
ing or preparing to return these goods and services but was 
spending them as she received them. In the meantime, 
Britain lost valuable markets to the United States and other 
neutrals. After Versailles, in order to recover trade losses, 
she began to replace her free trade policy by a system of 
Empire preferences under which the nations of the British 
Commonwealth had to buy British-made goods even though 
superior quality at a lower price was available elsewhere. 
By 1931, Britain was a symbol of protectionism, and the 
late Lord Keynes was justifying economic nationalism with 
more stylistic grace than insight. Meanwhile, Britain’s 
industry began a downward slide. It lost much of its verve 
and spirit. It failed to keep up with the technological times. 
Factories were not mechanized. Selling methods were not 
modernized. The concept of high volume output at low unit 
cost was spurned. 

The British were too complacent to apply to themselves 
the same rules of investment which they applied to other 
lands and peoples. In the first part of the twentieth century, 
England needed very substantial investments for her indus- 
trial reconstruction and rejuvenation. After World War I, 
she needed between 10 and 20 billion in foreign loans, espe- 
cially from the United States. But she would not give to 
American investors those non-discriminatory guarantees 
English investors would expect were the situation reversed. 
They tried to make a come-back on their pride, their tradi- © 
tion, and their former high accomplishments, but it takes 
money, goods, and know-how to do that—not merely pride. 

Her industries directed toward war lost the opportunity 
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to really learn the technique of industrial mass production 
which, about this time (1914-1918), put the United States 
on the road toward being the top industrial nation. Sym- 
bolically, the Ford doctrine of mass production and 
distribution was just then getting under way. 

The British misunderstood the idea of business competi- 
tion. They did not understand the theory of world cooper- 
ation either. They did understand the theory of monopoly 
and semifeudalistic control of money power. The kind of 
enterprise which we in the United States generally practice 
develops initiative, but monopoly, since it is by nature 
static, destroys or ossifies most things that it touches which 
have life and vitality. 

It is ironic that we, who have learned our capitalistic way 
of life from England, must now teach not only England but 
other parts of the world what capitalism for the masses 
really means. In England, capitalism was for the few. The 
motivations and the morality of the British economic phi- 
losophy stem from the “kingly” and “royal,” the monar- 
chial days when most good things in life were only for the 
few. But we in this country must continue to prove to 
England, France, and all the countries of Europe, especially 
Russia, that American social capitalism is truly for the 
many and that mass production and mass distribution 
mean mass capitalism and nothing less. It also means that 
our whole policy and purpose are devoted to raising the 
living standards of the lower-income groups instead of 
dragging down the upper groups. “(New Dealism” under 
Roosevelt was un-American in theory inasmuch as it in- 
volved dragging down the upper rather than lifting up the 
lower economic strata of our people. We must continue to 
prove that it is only when the so-called upper groups serve 
the well-being of the so-called lower groups that the con- 
ditions of the latter improve. Prosperity alone is the climate 
for democracy; and in such a climate, the more who have a 
share and a stake in the national wealth, the stronger the 
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basis of democracy. Democracy cannot be maintained for 
long without the constant dissemination of riches and buy- 
ing power. 

The Tory minds who were in charge of British industry 
over the past half century looked upon business much as 
they looked upon British Colonies, as objects of exploitation 
rather than of ever-increasing productive investments. 

For almost two hundred years, England was called upon 
to fulfil the big job of financing and developing the world. 
This job is now ours. The difference is that England did it 
for only a few and failed to diffuse wealth among the Brit- 
ish masses to a sufficient extent. At the same time, she did 
virtually nothing for the native populations, as Malayan’ 
aid to the Japanese demonstrated during World War II. 

Now England is impoverished, still struggling with spar- 
tanism through austerity. When the few paltry billions 
which we loaned to Britain in World War I and made avail- 
able to her in World War II are set off against her sacrifices, 
it should be apparent that we have treated Britain most 
shabbily. We have not been big, and we have not shown her 
the gratitude that she deserves. Her overseas income which 
she developed before World War I kept her people in a 
modicum of well-being. With this overseas income and 
investment, England was able to buy what she could not 
produce at home and what was necessary to keep life going. 
With our provincial, cloistered short-sightedness, we kept 
England and the world back after World War I. We may 
keep the world back again after World War II or throw it 
into a tailspin if we are not big enough to measure up to 
responsibilities which devolve only upon us. 

The emphasis upon cartels rather than competition en- 
abled Britain to hold on to old markets but slowed up the | 
development of new markets. There have been many elab- 
orate explanations for this phenomenon. Some economists 
have made charts showing irregularities in gold move- 
ments; others assert that Britain stabilized the pound in 
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1925 at levels that made British prices too high when ren- 
dered into foreign currencies. Actually, the explanation 
is to be found in the anatomy of war and in British psychol- 
ogy rather than in monetary calculations. The United 
States grew and prospered because men were free to profit 
or to lose. The British merchant by seeking to insure profits 
and prevent losses without taking risks lost his initiative 
and his perspective. 

Another side of the picture is that from 1914 to 1918 
Britain had one million men between the ages of eighteen 
and thirty-eight killed in action. The younger industrial and 
managerial brains of Britain largely perished at Ypres 
and the Marne and Gallipoli. The economic direction of 
the country was placed in the hands of older men, many 
of them called back from retirement. They had the over- 
caution, the “‘let it do” psychology of people in the twilight 
of their days. They did not want to take risks; they lacked 
the daring and energy of youth and the familiarity with 
new devices. They shunned new ideas in management, in 
mechanics, in morale. 

In the generation between the wars, as the oldsters held 
sway and before new and more vigorous men grew up, 
Britain suffered an industrial hardening of the arteries. 

Britain did not maintain her relative position vis-a-vis 
other nations. As these advanced in economic prowess, 
Britain declined. As they drew upon the new and the orig- 
inal, Britain depleted the old and the traditional. 

A key illustration is the condition of the British textile 
industry, for generations a pillar of her prosperity. In the 
United States, more than 95 percent of the textile looms 
were electrically driven in 1939. But in Britain, only 5 
percent were mechanized then. The result was that a Brit- 
ish weaver could handle only four to six looms while his 
fellow craftsman in the United States could easily handle 
ten times as many. Hence, the manufacture and export of 
cotton, the very heart of Britain’s trade in textiles, steadily 
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traveled downhill. In July 1929, the cotton industry em- 
ployed 555,000 workers; but in July 1939, only 378,000 
workers. Before World War I, she had 65 percent of the 
total exports of cotton goods throughout the world. In 1929, 
she still had 44 percent, but in 1939, she had only 25 per- 
cent. Exports of cotton dropped from 39 billion yards in 
1929 to 17 billion yards in 1939. While other countries 
were building up cotton-goods industries of their own, 
Britain permitted hers to deteriorate because she did not 
learn from nor forget anything of the nineteenth century. 
This was all the more ironic because she had been the first 
to develop a tremendous and diversified cotton manufactur- 
ing industry; she had pioneered in the invention of new me- 
chanical methods to “spin and to weave and to finish.” 
However, cotton manufacture is not an esoteric art, and 
it was comparatively easy for other nations to acquire such 
techniques. As the United States, for example, kept improv- 
ing and mechanizing her textile industry, Britain came 
largely to depend upon Oriental markets as her chief out- 
lets. In 1913, about two thirds of these exports went to the 
Middle East or the Far East—43 percent going to India 
alone. The war of 1914-1918, however, cut off the flow of 
British exports to these markets and encouraged India, 
China, and Japan to establish cotton mills of their own. 

If Britain had installed labor-saving devices in cotton 
manufacture, if she had substituted machine production 
for quasi-manual production, and if she had relied less on 
monopoly and more on initiative, she would have retained 
her preponderant share of the world’s cotton-goods trade. 
What this added up to was that in the 1919-1939 period 
Britain wasted much of her mind power and muscle power 
by failing to link them with machine power. In addition, 
there was too much “boss” psychology and not enough 
“team” psychology. This led to the paradoxical situation 
of having too many people to feed on the one hand and a 
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shortage of labor on the other—a paradox that still plagues 
the British economy. 

Today, Britain’s industrial leadership if it is to survive 
must also “take risks” more in the spirit of this country 
and less in the monopoly-minded traditions of British eco- 
nomic imperialism. The younger Britishers in industry 
want it that way. They are hungry for it and are seeking to 
foster a cooperative “‘let’s do this together” outlook instead 
of the squire and tenant outlook. That is the neglected part 
of the revolution that has shaken England to her founda- 
tions, an awakening long overdue so far as Britain’s tp 
industrialists are concerned. 

The obvious answer to Britain’s difficulties is a drastic 
large-scale program to mechanize industry, to encourage 
small plants on their own, to install up-to-date machinery, 
to rationalize her industry rather than to ravage it, and to 
promote sensible competition instead of insensible monop- 
oly or cartels. 

Bled white by the first World War, weakened by depres- 
sion and by industrial and financial leadership which when 
it was not over-age was inbred, bureaucratic, tradition- 
minded, and monopoly mad, Britain had never really re- 
covered from her 1914-1918 setbacks when World War II 
forced her into being the front-line defense of freedom. 
That war cost Britain more than “toil and sweat, and blood 
and tears’’; it ruined an economy already undermined by 
the blunderings of its Baldwins. 

At the same time, Britain, to finance the war, had to 
borrow from everybody and everywhere more than 11.5 
billion dollars—a billion pounds from India alone, 400 
million pounds from Egypt, 200 million from Ireland, 150 
million each from Palestine and Australia, and a billion 
pounds from Argentina, Chile, Peru, Sweden, Brazil, Bel- 
gium, Persia, Greece, Holland, and Portugal. At the war’s 
end, 31 percent of Britain’s industrial plant, converted to 
war uses, was damaged beyond repair or salvage. A large 
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percentage of her housing was rubble. Two thousand out 
of her six thousand merchant vessels were victims of Nazi 
U-boats. In these three categories alone, Britain lost more 
than 30 billion dollars. 

To promote war production, Britain cut her export trade 
by 71 percent, thus risking the permanent loss of customers 
in South America and elsewhere. Moreover, in the “cash 
and carry”’ days that preceded lend-lease operations, Brit- 
ain had to raise foreign currency, primarily United States 
dollars, to finance purchases of war material. For this pur- 
pose, Britain requisitioned from her citizens all their invest- 
ments abroad, exchanging sterling for American dollars. 
Thus, more than 5 billion dollars worth of British invest- 
ment in the industries of other nations was siphoned back 
to London. In the process, Britain abolished one of her chief 
sources of income. Instead of returns on overseas holdings, 
she cannot find other means of revenue to accumulate suffi- 
cient money to pay for imports, especially food. 

Necessarily, during the war, there was virtually no out- 
put of consumer goods. Except for war purposes, there was 
no construction, no new equipment installed, nor worn-out 
machinery replaced. The public services of water supply, 
gas, and electricity, of schools and hospitals, and street 
lighting fell in disrepair. In addition to six years of arrears 
in civilian work to catch up, Britain has had to rebuild 
blitzed areas, put up new homes, and restore public utilities. 

When World War II was over, Britain found herself in 
a world of economic barriers and political disturbances, a 
world where former customers were ruined and no longer 
had “hard money” with which to buy British goods, a 
world where such nations as Yugoslavia, Rumania, and 
Poland, once economic ‘“‘preserves’” which Britain had 
shared with Germany, had passed into the Soviet sphere of 
influence. All of Europe, save possibly Sweden and Switzer- 
land, was in desperate shape. While the British people 
themselves urgently needed many of the things they began 
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to manufacture, they had to try to sell them in order to 
buy food, wheat, meat, and butter—things even more 
urgently needed. 

If we had known in June 1940 what we learned on De- 
cember 7, 1941, we certainly would have said to Britain 
then and there, ‘Here is 50 billion dollars to help you fight 
not only the blitz but properly to defend yourself and us”; 
but we thought we could avoid the war and as a result 
piddled with Britain from June 1940 to December 1941. 
We did discharge part of our obligation by giving Britain 
11 billion dollars in lend-lease. We spent 300 billion on the 
war; if Britain had gone down in 1940, the war would 
have cost us at least 600 billion to win—thus, in spite of the 
fact that we have stood by Britain to some extent, we still 
have a tremendous moral obligation to pay back for Brit- 
ain’s lone stand. 

The British Government’s “Economic Survey for 1947” 
bluntly declared: ‘““We have not enough resources to do all 
we want to do. We barely have enough to do all we must 
do.”’ But even this outlook proved to be optimistic. 

Consider coal which for a century and a half has been the 
cornerstone of the British economy, its primary natural 
resource, the basis on which its industrial system was 
largely built. A shortage of coal in Britain means shortage 
of everything, and in 1947 that shortage was a sign of a 
tottering structure. There was no coal for export, although 
as far back as 1913, Britain was exporting 98 million tons 
a year. Even in 1937, despite the rise of oil and hydro- 
electric power as fuels competing with coal at home and 
abroad, Britain produced 240 million tons for domestic and 
foreign use. But in 1946 when the need was desperate, pro- 
duction slumped to 189 million tons, an average main- 
tained throughout 1947 and a quantity barely enough to 
furnish power for factories and light for homes and offices. 
One reason, of course, is that British coal output today is 
being penalized by the haphazard, disorderly methods of 
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extraction. Over the past hundred years, the exploiting of 
the easy seams has made British coal mines a crazy compli- 
cation of criss-crossing roadways underground, at many 
different levels, as seams were followed up and down with 
no attention given to the distance from the shafts. 

Another reason is that for fifty years British miners have 
hated their jobs. They enlisted in the army or emigrated to 
get away from the dangerous, unhealthy, ill-paid work, the 
mass unemployment, and the carking poverty of their 
environment. To be a miner in Britain meant to belong to 
the most badly treated part of the community. 

Hence, during World War IJ, miners who were not 
drafted into the armed forces left the pits in droves for jobs 
in aircraft, in shipbuilding, and in motors, and only dra- 
conian measures by the Churchill Government kept an 
adequate number of workers in Britain’s collieries. More- 
over, the partial and irregular mechanization of British 
coal mines, chiefly in cutting and loading, makes them re- 
quire more labor than in other countries. In 1946, for 
example, it took 700,000 miners to produce 189 million 
tons, or about 270 tons a year each. But in the United States, 
during the same period, 490,000 miners dug 530 million 
tons, or about 1,080 per miner, a difference expressed in a 
4 to 1 ratio. 

We know that the American worker is not four times 
better; our machines, our food, and our general organiza- 
tion are better as a result of our kind of capitalism. In this 
regard, our own John L. Lewis has a good record. He knows 
that production means wealth for all. He has worked with 
management to get production and thus has got a con- 
stantly improved standard of living for his union members. 
He taught American management a much needed lesson. 
This does not endorse John L. Lewis in other ways. Our 
workers should get increases and benefits before they strike 
or threaten to strike. Management should lead, not follow, 
union leaders. Fortunately, a large segment does. 
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Britain’s failure to meet minimum coal budgets in 1946 
and 1947 cannot be blamed entirely on the foregoing rea- 
sons; nor on the fact that seams are only half as high as in 
the United States, forcing miners to pick and shovel in 
crouched positions, sometimes kneeling; nor on the fact 
that automatic conveyers to bring coal up from pits deeper 
on the whole than those in the Ruhr or in America have 
been so far installed in only a few British collieries. The 
real explanation for the slump in coal output is that British 
miners, like British labor in many sections of the country, 
were busy sabotaging their own government, the Labour 
Government. 

Despite handicaps, if the will to produce existed, every 
miner in Britain could turn out 25 percent more or about 
another one quarter of a ton a day. To understand the 
failure of the Labour Government to arouse the all-out sup- 
port of the miners is to understand why workers throughout 
Britain refuse to sweat for a socialist government unless it 
delivers on promises of giving something better than before. 
This the Labour Government has signally failed to do 
because it cannot do it. 

In their famous “charter” of demands in 1946, the 
miners of Britain did not merely call for the coal industry 
to be nationalized. They also wanted the pits to be im- 
proved by means of new labor-saving devices and new 
methods in loading and haulage. They wanted new appren- 
tice training and promotion arrangements. They wanted 
safety and signaling systems. They wanted compensation 
for accidents on the job and for sickness deriving from its 
hazards of white gas and damp. They wanted higher pen- 
sions, higher wages, and two weeks of vacation a year, 
together with up-to-date housing. These demands were not 
unreasonable. What they got was a nine-man National 
Coal Board appointed by the Minister of Fuel and Power 
and an assortment of pledges that were rarely carried out. 
Thus, the rebellious wildcat walk-outs in 1947 in the York- 
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shire mining area became the answer to the Coal Board’s 
requests that output be quickened. Thus, while Britain in 
August and September 1947 vitally needed every ton of 
coal, the Yorkshire strikes lasted five weeks, despite denun- 
ciation by the Attlee administration, despite pleas by the 
Trades Union Congress, despite persuasion by the leaders 
of the National Mineworkers Federation. Yorkshiremen are 
noted for their native wit, their sense of fair play, and their 
deep patriotism. They knew that Britain was in a tough 
spot and that coal and more coal was her one trump card 
in the battle to enlarge exports. They knew that they had 
helped to vote the present Government into power. Why, 
then, did they strike against Britain’s interest and their 
own political choices? 

Yorkshiremen, like their archetypes in Wales and Kent, 
tend to be individualistic and stubborn. They do not like 
to be pushed around; they do not like to defer hopes long 
cherished. They had particularly resented conditions of 
work under private ownership as indifferent to human wel- 
fare as it was immune to technical and managerial prog- 
ress. Hence, when the mines were nationalized with 
fanfare and rhetoric, the coal diggers expected far-ranging 
improvements. After all, according to Labour Party propa- 
ganda for two generations, public ownership was going to 
bring something akin to paradise practically overnight. 
But they soon discovered that things were not changed very 
much. The national, regional, and local coal boards, estab- 
lished by the Government to run the mines, were staffed 
by executives, engineers, and experts drawn from the 
former private coal concerns. They were neither more nor 
less competent on a public payroll than they had been on a 
private payroll. 

The miners began to feel that, while the legal title to the 
pits might have been altered, they still had the same bosses 
on their necks—the same crowd of management that had 
bungled the industry into the doldrums even before the 


PLANNING FOR POVERTY 03 


outbreak of World War II. To their dismay, the miners— 
like everybody else in Britain—also discovered that the 
planners did not have a plan, that a Government which 
talked a good blueprint lacked even the ability to draw one 
up, that the Bevins and Morrisons and Attlees and Daltons 
who had been endowed with the right and power to direct a 
new state economy knew more about statistics than eco- 
nomics. There was no gainsaying that Britain had emerged 
battered and impoverished from World War II; but this, 
in the miners’ view, was no excuse for making a bad con- 
dition worse. They had been assured that nationalization 
was going to recognize their importance as human beings 
and as workers in the production scheme. They expected 
higher rations, justified on the ground that heavy, exhaust- 
ing work requires a high protein diet for the body, but they 
had received precious little extra allowances. They had 
been looking forward to a consumer goods amplitude once 
the Labour Government took over. Instead, they received 
far more production exhortations and more austerity regu- 
lations. Even their higher wages were no solace because 
they could not buy anything with their money. 

The miner’s bright dreams are tarnished. He feels he is 
no better off than before. He sees an easier way of life in 
the movies, he has seen a more gracious way of life in 
Europe, in France and in Italy, despite low living standards 
there. The very books and pamphlets distributed to him by 
the local Labour Party circulating libraries have caused. 
him to read more and to be increasingly dissatisfied with 
his lot. His villagers still talk about the material well-being 
of American soldiers once billeted nearby. He knows with 
a pang of dismay that mining is a tougher, more difficult 
and perilous task than almost any other, that in the great 
world beyond are occupations which could yield him some 
of the color, adventure, and excitement of living. He still 
has the same discomforts and is asked to endure further 
privations. In a mood of disgust and despair, he either went 


94 PEACE BY INVESTMENT 


on strike or stayed away from his job while rates of absen- 
teeism reached the abnormal high of a 17.8 percent 
average throughout the Yorkshire mining territory during 
1947. What the Labour Government forgot was that men 
must have incentives and inducements, personal and im- 
mediate, to work even tolerably well. The Government 
neglected the crucial factor of psychological compensation 
for the miners and everybody else. What applies to coal and 
disappointed miners applies in essentials to textiles, cables, 
boots, pottery, and pins. 

What happened in the mines happened all over Britain. 
The British all felt like shut-ins; hope and future are two 
words that have been in a constant decline for thirty years 
in Britain. The British people, lacking the stimulus to push 
ahead with faith in the future and with hope for a more 
secure and more spacious tomorrow, had acquired an 
apathy, a numbness of spirit that sapped their courage and 
their strength. The same thing happened in France in 
1937, 1938, and 1939 as well as in 1940. The French just 
had no stimulus to go ahead nor faith in the future. They 
also had the socialist dream of getting something for noth- 
ing on a grand scale. They had Hitler next door and were 
frozen by their fears. The British with Stalin next door also 
seem to be frozen by fear. Both could well look with faith 
and confidence to us in the United States. We have always 
responded, and always will, to those who “play ball” with 
us; but pride in both cases is an element which exerts a very 
important influence, and it is something that is most diffi- 
cult to deal with in both the British and French characters. 

The pride of the British leaders and the pride of the Brit- 
ish generally is a touchy and delicate subject. Every Briton 
has a sense of being personally diminished by his nation’s 
present plight, her decline from an imperial to an island 
power. 

We must understand that psychology. The British are 
not cocky, but they expect the world to appreciate their 


PLANNING FOR POVERTY 95 


stature as the people of the Magna Carta and Parliament, 
as the people who opened up new frontiers of thought and 
pioneered new commercial and social intercourse among 
peoples and nations. The British were big people in a small 
world. They still are big people, but the world around them 
has grown. If they really are as large-minded as they think 
they are, they should have a little more humility which 
would truly show up their greatness in the present grievous 
situation. The British must get a sense of proportion about 
their present status in global affairs in which fact-facing 
humility must neutralize yesterday’s arrogance. 

The best minds of Britain have spent too much of their 
energies on foreign affairs while letting the socialists and 
theorists take over at home. They could have profitably 
learned something about the economics of modern society 
from their erstwhile rebel Americans. 

For decades, the inept industrial leadership of Britain 
stood by and let the communist and socialist promises of 
less work for more money bring the country close to eco- 
nomic destruction. There are some who will complain that, 
since the Labour Government is socialistic in principle and 
practice, we should allow Britain to stew in the juices of 
her own Marxist mess. From the standpoint of enlightened 
self-interest, this is for us an excessively short-sighted view. 

Contrary to a general misconception, nationalization is 
not being indiscriminately adopted in Britain as a cure-all 
for every economic ailment. Public ownership, a course 
taken in desperation by the Labour Government, is limited 
to certain key areas such as coal, telecommunications, civil 
aviation, inland transportation, electricity and gas, and pos- 
sibly steel and iron. When the entire nationalization pro- 
gram is completed in 1953 (if it is ever completed, which 
we doubt), it will be found that only 20 percent of Britain’s 
economy will have been placed under public ownership 
while the remaining 80 percent will remain under the 
private control and direction which mark the system of 
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private enterprise. [t is here that American advocates of 
that system have their greatest opportunity both to extend 
its influence and to help Britain get back on her economic 
feet at one and the same time. 

In this respect, it must be remembered that the average 
man in Britain is not enthusiastic over the Labour Govern- 
ment but neither is he rapturous over the prospect of a re- 
turn to power of any Tory government. What Americans 
have to keep in mind is that the free enterprise system, as 
we know it, has never had a chance in Britain to be either 
free or enterprising. British capitalism was less a people’s 
capitalism and more an upper-class capitalism as feudal 
privileges were transmuted into industrial and banking 
prerogatives. The relative positions of the British farmer, 
the British worker, and the British middle class remained 
the same. There were certainly few who could escape 
from the confines of a rigid, calcified stratification of society. 
The English have not understood the concept of competitive 
capitalism nor the proposition that industry to sustain it- 
self and to expand has to be consciously responsible for pur- 
chasing power. Here is a fundamental difference which 
makes very superficial the resemblances between the 
British and American models of free enterprise. 

The inbreeding which prevailed in British industry gave 
rise to an unprogressive attitude on the part of business 
leaders. They failed to learn the lessons of free and com- 
peting enterprise. Instead of plowing back profits in order 
to develop and expand their mines and factories, they drew 
out as much money as they could and used only a fractional 
share of it to enlarge plants and to make their operations 
more efficient. 

Yet if the British people with their intrinsic resourceful- 
ness and diligence could be given the promise of a private 
enterprise system that would work for their advancement 
as it has worked here, they would welcome it is an alterna- 
tive to the ever-increasing privations of a socialism that is 
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moving dangerously and rapidly toward totalitarianism. 
The British system is not capital-producing in its own back- 
yard. The British so-called capitalists knew more about 
making capital out of the backs of people than out of the 
slave power there is in modern machines and electricity. 

The Labour Government personnel have shown little 
capacity for creative leadership that would use the talents 
and the skills of the British people and give them faith in 
the future. Most Britishers have little buoyancy and less 
hope. They see their tomorrow as only a dismal repetition 
of their yesterdays. 

There is no doubt that, in spite of all the failures and 
shortcomings of American capitalism, were it operating in 
Britain or France, it would have avoided economic strangu- 
lation by bureaucratic controls that have for three and a 
half years characterized the Labour Government. These 
bureaucratic controls paralyze all incentive. Even the 
Russians know that. Their harvest of 1947 was great and 
substantial primarily because they offered tremendous in- 
centives to improve and increase the yield per acre. Incen- 
tives are not the inventions of socialists or capitalists. They 
are the things that make people do the things which have 
to be done. The mathematics of peoples’ needs and desires 
would make the American brand of capitalism the choice 
in any part of the world, including Russia, if the Russians 
were free to choose. 

As meager resources dwindled in England, dollar credits 
vanished. It must be stressed that credits for mere existence 
and credits for a future are two totally different things. To 
borrow $2.00 to get a meal is quite different from borrow- 
ing $1,000 to set up a business for yourself or to pay em- 
ployees a proper wage so that they can buy not one meal 
but a decent standard of living. 

The Labour Government benefits by default, by the fail- 
ure of the Conservatives to present persuasive alternatives. 
The reason that the British people have to date accepted the 
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restrictions of their socialist state with such astounding lack 
of revolt and with such equanimity is that no constructive 
and attractive alternative has been offered. What we in 
America can do to actualize the potential self-reliance of 
the British people and to arrest and reverse socialist trends 
is to revitalize the free enterprise concept and to export our 
ideas and ideals along with our dollars and our know-how. 
Surely, Americans can invest with confidence in Britain’s 
economic future. 

While England no longer is supreme in financial or in- 
dustrial power,* she does have more experience than any 
nation in the world in doing what we are called upon now 
to do, that is, to work with the rest of the world industrially 
and politically. There is no nation more worth our invest- 
ment for that alone than Britain. 

World War II demonstrated that, despite the dead hand 
of her past, Britain has an enormous capacity for industrial 
ingenuity, innovation, and adaptation. From 1939 to 1945, 
she flexibly transformed her resources, both human and 
material, from peacetime to wartime purposes. Britain has 
a reservoir of manpower and workers with mechanical 
know-how second to none in the world. Putting these to full 
use means billions, even tens of billions of goods to all of us. 
It means a European bastion, a European arsenal, a Eu- 
ropean partner of dependable strength and character. 

The new, giant British industry of aircraft manufacture, 
formerly a very tiny affair indeed, was put together with 
a handful of technicians, a small force of skilled labor, some 
general engineering ideas, and a great reservoir of unskilled 
workers, most of them lacking previous experience in any 
similar occupation. Up against quite terrifying shortages 
in both materials and machinery, British executives proved 
that they can call on a remarkable ability to adapt their 


* Sterling still finances a volume of trade second only to that financed by the 
United States dollar. Her industrial output is only exceeded by that of the 
United States. 
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plants to new conditions. It was not only in the sphere of the 
metal trades, where equipment and ways of work can be 
most easily converted to the output of war weapons, that 
British industry hung up a remarkable record. Manufac- 
turers of shirts and hosiery, of carpets, of glass, toys, and 
photographic instruments alike displayed an immense re- 
sourcefulness in converting their establishments to meet 
wartime needs—in short, to turn out products utterly un- 
familiar. 

The British, too, have begun to stress laboratory experi- 
mentation in order to develop new products and new proc- 
esses and generally to exploit scientific research as a tool 
of modern management. In this respect, moreover, it should 
not be forgotten that British industry remains highly di- 
versified. Despite concentration of monopoly power and 
despite Big Business and cartels in such heavy industries as 
iron and steel, glass, tires, shipbuilding, chemicals, and 
rayon, the majority of Britain’s 173,000 firms in manufac- 
turing and merchandising are still small, individually 
managed and owned enterprises. Here lies hope despite too 
much trade association control. Indeed, firms with less 
than fifty people on their payrolls comprise 90 percent of 
the total number of business enterprises and are responsible 
for 22 percent of the total employment. To be sure, by con- 
trast, some 16,050 firms, less than 10 percent of the total 
number, employ about 40 percent of the entire labor force. 
Hence, while the modern industrial trends have fostered 
an appreciable consolidation of control in production and 
distribution, a very substantial area of enterprise is still 
open to the smaller entrepreneur. There are variations in 
the pattern, not merely between different industries but 
often within the same industry. The most up-to-date plant 
may have alongside of it a traditional “little shop.” In 
Sheffield, for example, two blocks away from its gigantic 
steel works which have pioneered in special alloys, master 
craftsmen are still teaching their apprentices the secrets of 
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their craft in some little cutlery shop. Next door to the 
tremendous Rootes’ automobile factory in Birmingham are 
a dozen workshops where highly competent artisans turn 
out hand-made sporting guns and fashion costume jewelry 
of a superior grade. 

From an American standpoint, the chief danger to 
British industry, over and above potential socialization, is 
its tendency to collectivize itself. For there can be no ques- 
tion but that the cartels and combines to “‘peg”’ or fix prices 
and to restrict output were, just before World War II, very 
wide-spread and can be revived on a moment’s notice. Even 
in industries which are not yet under the dominion of 
monopoly, there has been a strong impulse to confine and 
limit the area of competition. This whole trend was ac- 
centuated by the war when the trade association often be- 
came the medium of communication between the manu- 
facturer and his government on questions of economic 
policy. 

Since American businessmen and economists tend to be- 
lieve that it was the monopoly forms of industry in Italy 
and Germany that gave rise to fascism and the monopoly 
forms of industry that prepared the way to British social- 
ism, the more genuinely competitive British industry can 
become, the more it can win American sympathy and co- 
operation. 

The whole trade-association movement in Britain and on 
the whole Continent has been misdirected toward monopoly 
and cartelization which mean the freezing of operations to 
the standards of the lowest incompetent marginal producer. 
The younger elements in England and Europe certainly 
favor our way, not the way of cartel and monopoly. If we 
supplied sufficient capital to the people of Britain, they 
could quickly adapt the essentials of our own approach to 
industrial well-being. 

The writer saw in Britain in 1947 how the younger 
people wanted to be on their own, wanted to “bust out,” 
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wanted a chance to be in business for themselves along 
totally new lines, unbound by “‘Toryism” and traditions of 
a past that was not only dead but deadening to all that it 
touched. 

In spite of the Bevins of her socialist government under 
Attlee and others, freedom of the individual is definitely 
insured, and with that as a start, monopoly socialism as well 
as monopoly capitalism will not prosper. It is up to us to 
show them the way—forward to our type of capitalism 
that aims at meeting the peoples’ need of plenitude, free- 
dom, and enterprise. 

From the very nature of things, the modern businessman, 
of which there are many in Britain, sees that monopoly 
does not pay and means the death knell of all freedom. 
These men are freedom-minded. What they need is the 
chance and the capital. We can and should give them that 
chance and that capital, an investment that will pay ten- 
fold and pay it not only for one generation but for many. It 
is the kind of link that will tie the two English-speaking 
nations together inseparably and surely. 

The American people want Britain to become their trust- 
worthy partner who can help them to build a strong, united 
Europe and to save it from communism. That is why the 
_ American people must look upon Britain as the very 
- core of the necessary and overdue economic federation of 
Western Europe that will fuse the production and the 
markets of Britain with those of Scandinavia, the Low 
Countries, France, Italy, and Portugal. The European Re- 
covery Program enacted in 1948 is a mere beginning. Many 
countries are going to work together in Europe, and no 
leadership in Europe can be better than that of the British. 
Nor can the American people forget that Britain has al- 
ways been our best foreign customer, buying from us more 
than $578,000,000 worth of goods in 1938 alone. The 
American people must believe that, if Britain is going to 
fulfil her new destiny of becoming the Detroit or Pittsburgh 
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of Europe, she will not sit on her hands and use American 
dollars as a new kind of dole. She can be expected to regard 
American money and other aid as a means for mobilizing 
her manpower and management, to raise productivity at 
an ever-increasing rate, and thus again to be in a position 
to harmonize exports and imports, sterling balances, and 
dollar credits. It will take more than devaluation, no 
matter how dramatically accomplished or skilfully “sold,” 
to achieve that harmony. It will take higher productivity 
from the installation of up-to-date equipment and the more 
efficient use of manpower. It will take modern methods of 
marketing and merchandising. Above all, it will take a 
new boldness in the management of British industry. 

Britain should be able, if her relationship to us and the 
rest of the world were clear, to sell billions of dollars worth 
of her securities to our people in order to place herself in 
good economic shape rather than to come with a tin cup to 
our door. Her integrity is of the highest. Above all, Ameri- 
cans want Britain to remain the defender and exemplar of 
the democratic faith. They want Britain to be not a United 
States dependency, nor a colony as many fear, but rather 
a co-partner and co-herald of world peace. The American 
people as a sign of their sincerity should revise current im- 
migration quotas to permit the entry, over the next decade 
or two, of as many as six or seven million Britishers, in the 
event that even the most efficient industrial and agricul- 
tural modernization should fail to stabilize the British 
economy on high enough living standards. 

There are now, and undoubtedly will be for some time, 
more people in the British Isles than those Isles can take 
care of. Five to ten million of these people in the United 
States would provide incalculable good for both of us. These 
are an “export” that would really repay us very quickly. 
for any sum, up to 60 billion or more, that we might invest 
in Britain. In the first place, they are our kind of people. 
Their ideas of freedom, decorum, and other things are 
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much the same as ours; but above all, they would create so 
strong a link and so strong a tie that it would be much 
easier for us to understand the British and much easier for 
the British to understand us. Their abilities and their capac- 
ities are limitless. Thousands upon thousands of them 
could soon have important positions in our economic, 
political, and social structure. We want millions of these 
British people really to know and understand our type of 
economy called social capitalism. The world needs an un- 
derstanding of what our economy is like. If the British as 
a nation understood it and patterned their own economy 
along the lines of this dynamic capitalism, we should do 
away with many of the problems facing us today. There 
are no harder workers, no more intelligent people anywhere 
than the British. The admixture of British and American 
stock is among the finest in the world. One example of that 
fusion is Winston Churchill whose mother was a Jerome 
of New York. 

A union of the English-speaking peoples, particularly 
Britain and the United States, cemented by a mutually 
beneficial financial relationship, even though it may be one 
of long-term creditor and debtor, is certain to go a long way 
toward assuring peace. It therefore seems childish for us 
to count or think about any quantity of dollars before we 
set our faces toward accomplishing this purpose. There is 
no union of nations in the world short of a strong United 
Nations that would be so powerful as an economic union of 
Britain and her Commonwealth with the United States. 

While statistical data for Britain’s economic Waterloo 
were available twenty-four hours after V-E Day, our 
American politicians and diplomats refused to diagnose her 
condition as critical and resorted to the nostrums of normal- 
cy instead of the basic surgery called for by the emergency. 
Certainly, they did not seem to realize the importance of 
bolstering up the moral, military, and manufacturing bul- 
wark of Western civilization in Europe. Perhaps they be- 
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lieved, those politicians and diplomats, that the American 
people were opposed to helping England. In any event, 
they never told the American people the full story and the 
real story of Britain’s economic plight. That whole tragedy 
of insufficiency was revealed only after our politicians with 
the piddling, penny-pinching instincts of small-town 
bankers had whittled down the British requests for assis- 
tance and credits and had thus jeopardized economic stabil- 
ity throughout the world. 

When Keynes came to Washington after World War II 
to negotiate a loan, Britain needed not 5 billion dollars but 
15 to 20 billion. If the American people had been told this 
with all candor, they would have approved a loan in the 
amount really needed rather than the 3.75 billion which 
was relatively little help except as temporary relief. 
Now we can see that the entire European situation would 
be on its way toward a clearing up by this time if we 
had really dealt with the British problem on a broad, states- 
manlike basis. The loan of 3.75 billion dollars has been 
merely confusing, more a floral wreath to denote the oc- 
casion of Britain’s industrial demise than a seedbed for her 
recovery. In fact, if we had refinanced Britain sufficiently 
in 1920 to build her into the powerful state which she 
should have been as the combination Detroit and Pitts- 
burgh of Europe, we might have headed off the whole Eu- 
ropean collapse, as well as cushioned ourselves against the 
depression or even helped to avoid it altogether. 

Britain went off the gold standard in 1931 largely be- 
cause her factories, mills, and mines were not able to pro- 
duce enough to maintain her position in world trade when 
most of her foreign investments prior to 1914 were pre- 
viously spent. We have already pointed out that, with our 
British loan of 3.75 billion dollars, we repeated our error of 
1923-1928 by not granting sufficient financial aid to Ger- 
many and other foreign nations. 

While we are talking of huge sums, we are also talking 
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of problems that are still more vital than money. To avert 
death from radioactive and atomic waves, we have to be 
bold and enlightened enough to spend at a prodigious rate. 
If we look at this book’s proposals from that point of view, 
we may get a true perspective of what we should be doing. 

Since World War II, we have advanced more than a 
billion dollars a year to Britain. In the four years’ time 
since the end of the war, we have advanced more than five 
billion. According to the most authoritative sources and 
forecasts, the Marshall Plan, even if fully carried out by 
1952, will put England back to the economic status she had 
in 1939, when England was still thirty years behind us in- 
dustrially and when her people were insecure about their 
future. The Marshall Plan is totally inadequate to meet 
Britain’s problems. Even Sir Stafford Cripps holds out little 
promise for substantial recovery, in terms of 1949 needs, 
without additional outside aid that must come primarily 
from us. 

Lord Catto, former governor of the Bank of England, 
does not expect England to be self-supporting in the fore- 
seeable future. From the standpoint of our own stake in 
world peace, a partner in such shape is a weak reed to lean 
upon. A working agreement with England as her banker, 
friend, and co-worker is a cheap insurance policy for pre- 
serving what we value. Her material resources in Africa, 
Asia, and Australia if properly and intelligently utilized 
with the assistance of American know-how can pay off very 
profitably and even produce huge returns from one of the 
cheapest investments we have ever made as individuals or 
as a people. 

We must emphasize the fact that, when the entire world 
was in a situation parallel to the one in which Europe finds 
itself now, England did go forward and make the necessary 
capital investment. As a result, Britain played the chief 
role in world peace and for nearly two hundred years had 
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the dominant voice (except when she clashed with the 
United States) in keeping the peace of the world. 

Britain must have American financial, industrial, and 
technical aid on a scale many times greater and faster than 
that which she is receiving under current arrangements. 
To be sure, there are some Americans who will seriously 
object to this proposal. They will point to the 3.75 billion 
dollars, loaned to Britain in 1945 which was to last through 
1950 but which was exhausted in 1947, as a warning of how 
funds from this country are stupidly used. The fact is that 
American inflation reduced that credit to a value of about 
2.5 billion dollars—aside from its inadequacy. Moreover, 
a large part of that credit had to be spent on such vitally 
needed supplies as flour and meat to feed the people, verg- 
ing on malnutrition, as well as on imports of raw materials 
and key machinery to keep British industry going even on 
a “limping”’ basis. The amount of help that Britain needs 
has been underestimated both by her own experts and by 
American authorities. They all refused to let their minds 
be bold. They all thought in terms of the old profit and loss 
ratios of a bygone day. They did not and still do not see 
the difference between lend-lease and wartime credits and 
credits for production and construction, for building and 
rebuilding in a new world. They did not see to what ex- 
tent this latter kind of credit can create wealth and how 
little the former kind of credit means in a world requiring 
output for peace. They do not see that heroic times require 
heroic measures—that insufficient aid would in the long 
run be worse than none at all, that what is needed is not 
a pump-priming device but the sinking of a new shaft into 
a deeper well. 

We must keep in the front of our minds the fact that 
what Britain must have is not so much more and better 
food but more and better tools and more and better ma- 
chines and more and better of everything which will en- 
able her to use her manpower in efficient production on the 
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farm, in the factory, and in the shipyard. On the basis of 
our own working formula (see page 10) of a thousand- 
dollar credit per inhabitant, Britain, with a population of 
about 48,000,000 people, should have a long-term, fifty- 
year credit of $48,000,000,000 repayable in a second fifty- 
year period, the largest share of which should be supplied 
by the United States. Whether we like it or not, it is our 
job; it is to our own selfish advantage to resurrect the 
country which for three centuries was the workshop, the 
middleman, the shipper, the creditor, and the banker of 
the world. 

What we should do is anticipate the first twenty-five 
years right now and open an immediate credit of 25 billion 
dollars. This would accomplish more to stop Russia and to 
unite Western Europe than anything else we could do. If 
Russia ‘“‘Pearl-Harbored”’ us, we would lend-lease or give 
this amount overnight to Britain. Why then wait? If we 
should adopt a long-term program as herein outlined, we 
could eventually do an annual business of several billion 
dollars with Britain alone. Under that kind of a program, 
for the next fifty years, 500,000 to 1,000,000 additional 
Americans would have to be employed to take care of what 
would be more than a vast commitment to aid Britain—it 
would be a contract that would do much to insure our own 
continuing prosperity. 


VI 


USSR: White War and Red Front 


“THERE ARE AT THE PRESENT TIME two great nations in the 
world which seem to tend toward the same end, although 
they start from different points,” said De Tocqueville more 
than 130 years ago. “I allude to the Russians and the Ameri- 
cans. The others seem to have attained the limits that 
nature traced for them; these two alone go forward in a 
race of which the eye cannot see the limit. To attain this 
end, the American relies on the strength and reason of in- 
dividuals; Russia concentrates in one man all the power of 
society. The one has for his principal means of action liber- 
ty, the other servitude. The starting point is different and 
their courses are not the same. Yet each of them seems to 
be marked by the Will of Heaven to sway the destinies of 
half the globe.” 

His prophetic words are reality today. But the courses 
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pursued by these two nations are further apart than ever 
before. Russia’s truculent, high-handed, and obstructionist 
behavior in international affairs after World War II shifted 
American public opinion from friendliness toward Russia 
to anger and hostility which, at times, took the form of de- 
manding a showdown at the risk of a complete break. Many 
Americans believe that this country should initiate a new 
United Nations alignment excluding Russia, whose use of 
the veto has impeded at almost every step the efforts of the 
United Nations majority to achieve a working and work- 
able peace. In all parts of the world, the subversive activi- 
ties of the Communist parties, through the Cominform, 
range from industrial sabotage to intellectual debauchery 
and treason. The Soviet use of her military might to impose 
Communist regimes on neighboring states, the Soviet war 
of nerves against nations both weak and strong, her trade 
agreements enforced by bayonets, and her propaganda 
against former allies, notably the United States and Great 
Britain, have aroused the American public to a mood of 
tough-minded realism about Soviet aims. These aims are 
not socialism but rather signify a new totalitarian drive for 
world dominion. Our firm attitude toward the USSR has 
been strengthened by former Secretary Byrnes’ revelation 
that only Stalin’s greed for extra territory prevented a firm 
military alliance between the Soviet Union and Nazi 
Germany. 

There are three great forces that can foster political and 
economic change in the world today: the might of the pen, 
the might of the gun, and the might of the dollar. So far, 
the pen has been involved in this entire struggle; the gun 
threatens to be; but the dollar, if wisely and constructively 
used, might settle the issue. Despite the bad aroma of Soviet 
trafficking with Hitlerism, despite provocations, despite in- 
sults and innuendos directed against the integrity of Ameri- 
can intentions, the American people are willing to say, in 
effect, to the Soviet rulers: “Let bygones be bygones. You 
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have made mistakes. So have we. We aren’t perfect, either. 
‘We have some motes in our national eye. What we want is 
peace and prosperity; and if Russia and the United States 
can work together, if they can forget appeals to righteous- 
ness and concentrate on appeals to realism, we can both 
have that peace and prosperity. We are willing to help you 
achieve by means of trade, industry, and credit every legit- 
imate aspiration for your country and for your people that 
could possibly be gratified by resort to arms. It would take 
you fifty years to duplicate our industrial power; yet we 
are willing and eager to pass along to you some of its bene- 
fits now. We want to do it on a business basis of give and 
take, of a square deal for everybody. We want to help you 
in the same way and for the same reason that we are help- 
ing France, Britain, Italy, and other nations: to build an 
economic foundation for peace. Why not get down to these 
fundamentals, disregard recriminations, and develop some 
joint common-sense program of mutual trade and aid?” 

The Russian people have been given false ideas of the 
United States as a “capitalist imperialist state.” They do not 
understand that we have a people’s capitalism. They do not 
know that tens of millions of Americans hold corporation 
stocks and life-insurance policies, that hundreds of thou- 
sands own such mammoth concerns as American Telephone 
and Telegraph, General Electric, General Motors, and the 
Metropolitan Life Insurance Company. They know little, 
if anything, of TVA, of Boulder Dam, of government aid to 
agriculture, or the rise of cooperatives. The Russian people 
have not been told that the Rockefellers and most wealthy 
Americans devote millions and millions of dollars of their 
wealth to social purposes. They do not know that “‘capital- 
istic’ insurance companies in America carry out bigger 
slum clearance and housing projects than any Moscow has 
ever seen. 

We have much in common with the Russian people; for 
spiritually Russia is akin to us in vitality and in willingness 
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to try the new. The Russians have great courage in taking 
risks, and so have we. They are hungry for education; they 
believe in progress; and so do we. Both peoples look to their 
future rather than to the past, both will violate a tradition 
if it results in better techniques. Both laugh, sing, and play 
with abandon. But the Russian leaders do not believe in the 
effectiveness of American democratic methods. Their state- 
controlled press, radio, and schools refer only to the abuses 
of democratic aspirations. The Russian people hear little 
or nothing of the unrelenting fight of Americans to keep 
and extend freedom in every sphere of living. 

The result, as Anne O’Hare McCormick has pointed out, 
is that “twenty years ago, capitalism was the enemy, but a 
more or less impersonal capitalism that did not conflict, 
even in the eyes of the commissars, with a nebulous ad- 
miration of the American system and a ready cordiality for 
Americans .... Now they [the Russian people] are walled 
in, suspicious of all foreigners, especially critical of Ameri- 
cans.” It is known that the Soviet radio has taught Russian 
children to hate Americans and to be prepared to kill them. 

The Soviet Union’s rulers are obsessed by a double fear: 
(1) a possible uprising from within which would cost them 
their lives or at least their power and prerogatives as ab- 
solute rulers of 200 million people inside Russia, 100 mil- 
lion more on her borders, and a potential 450 million more 
in China. Exposure of the Russian masses, or a substantial 
part of them, to the living standards and freedoms that pre- 
vail in reality or ideally in the Western world might 
precipitate a rebellion against the commissars. In this re- 
spect, they are the victims of their own Frankenstein. They 
could not survive appreciable changes in the system they 
have created. The Iron Curtain is designed primarily not 
to hide the truth about Russia from the outside world but 
to prevent the truth about the outside world from reaching 
Russia. There is also (2) the pervasive fear of encirclement 
from without. More than 7 million Red Army soldiers, to- 
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gether with 6 million civilians, were killed by the Nazis. 
Twenty-four Soviet combatants perished for every Ameri- 
can who died in battle, and ten for every Allied European 
soldier, including the British, the Canadian, the Australian, 
the Greek, the South African, the French, the Belgian, the 
Norwegian, the Danish, and others. Some 800,000 square 
miles of Soviet territory, embracing many of the most 
fertile acres in the Ukraine, the bread basket of Russia and 
of Europe, were subject to a Nazi scorched-earth treatment 
as ruthless as it was efficient. While this area comprised 
only some 10 percent of Russia’s vast land mass, it con- 
tained nearly a third of her population. It also contained 
48 percent of the Soviet Union’s coal mines which were 
flooded and dynamited by the Wehrmacht and which will 
.take until 1951 to restore to 1939 levels of output; the same 
is true of 27.5 percent of her iron-ore sources; and roughly 
one half of the Russian steel and machine tool industries, 
especially crucial to her program of industrialization, was 
completely destroyed. During the war with Germany, some 
five million dwellings and buildings, from farmhouse to 
apartment block to government headquarters, were razed. 
In view of this devastation which in greater or lesser de- 
gree epitomizes World War II’s impact on Russia, it will 
take her anywhere from four to seven years to recuperate 
from the physical ravages of war and to exploit her prodig- 
ious resources at 1939 tempo. The following table of basic 
production shortages in the USSR dramatizes this de- 
ficiency. 

It is this acute awareness of Russia’s weakness, together 
with the realization that her people are restive and dissatis- 
fied, that does much to explain the fulminations of Soviet 
statesmen and the histrionics of some of Russia’s rulers in- 
cluding Messrs. Molotov, Vishinsky, Gromyko, and others 
during the past four years. Faced by the fact that their in- 
ternal economy has been largely deranged by war, by the 
lagging behind schedule of the postwar Five Year Plan, by 
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ANNUAL RATES 


Iten Unit 1939 1947 
Oil barrels 217,000,000 14,4,200,000 
Coal tons 166,000,000 160,000,000 
Steel tons 18,300,000 15,200,000 
Daily carloadings cars 100,000 69,400 
Pig-iron products tons 14,,900,000 10,200,000 
Tractors tractors 40,000 14,000 
Cotton fabrics meters 4,030,000,000 2,004,000,000 
Wool fabrics meters 124,,4,00,000 70,000,000 
Freight cars units 50,000 4,0,000 
Fertilizers metric tons 2,610,000 1,170,000 
Population 170,000,000 185,000,000 


(Basic data: Bureau of Foreign and Domestic Commerce) 


the fact that the populace is whispering questions as to 
whether other ways may not be superior to Soviet ways, 
and faced by the fact that the United States and her co- 
operators in the Western world represent a more powerful 
coalition of military and industrial might than any Russia 
can at present summon forth, her leaders have, like 
Mohammedans toward Mecca, turned to their old faith in 
Communism’s historic mission of world revolution. 

The world revolution of Karl Marx had the plausible 
persuasion of misdirected idealism, but that of Stalin is 
as military as Hitler’s. The dialectics of Marxism have 
been therefore reembraced with a new fervor. The mission 
of Moscow is no longer socialism in one country but rather 
Communism in every country. This upsurge of ideological 
zealotry, this transformation of scientific Marxism into a 
new palpitant religion naturally spotlights the greatest 
question of our time: Can the United States, a capitalist re- 
public, live in peace in the same world with the USSR, a 
totalitarian dictatorship, seemingly bent on world con- 
quest? 

On the face of it, it would appear to be as impossible to 
do business with Stalin as with Hitler. Despite the desire 
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of the United States to assist Russia to recover from her 
wartime losses, despite the efforts of a long succession of 
United States diplomats and special envoys to get Russia to 
participate as a full-fledged partner in the drive toward 
world amity and security, despite Russia’s obvious and des- 
perate need for outside aid, she seems at every turn to go 
against the logic of her own best interests. She refused to 
participate in the Bretton Woods negotiations which led 
to the formation of the International Monetary Fund and 
Bank—although she requires assistance from both the Fund 
and the Bank in stabilizing her currency and in rebuilding 
her productive plant. 

In late 1947, Russia’s rulers, without the consent of her 
people, imposed a monetary system that forfeited billions 
of the people’s rubles. In a brilliant article written by 
Guenter Reimann and entitled ‘““The Economic Crisis Be- 
hind Soviet Expansion,” he shows that Soviet Russia, al- 
though she speaks of a planned socialism, is in reality a 
system of anarchy, of gigantic economic disproportions, and 
of industrial bottlenecks. He points out that the meaning 
of right and left in Soviet Russia herself is constantly 
changing. Reimann says that to understand the problems, 
needs, and motives of the Government in the various phases 
of these cycles of right and left is to get at the root of the 
expansionist drive of the Russian state; it is to discover also 
that far from abolishing the cycle of boom and bust that 
leads to economic crisis, as Soviet theoreticians have always 
boasted, the Russian economic system has cyclical swings 
like those of capitalist countries, though different in cause. 
Reimann goes on to say that a totalitarian state is subject 
to a disproportionate rise of non-productive expenditures 
because it is a huge parasitic body. 

There is a great tribute, Reimann points out, paid by all 
producers to the holders of political power, which far ex- 
ceeds the practices of a private, capitalistic social order, and 
only an authoritarian ruling group—backed to the hilt by 
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secret police—is able to extract it. He gives some astound- 
ing figures: “In 1937, the number of bookkeepers, account- 
ants, etc., was 1,617,000 in addition to 822,000 economists, 
statisticians. In the United States in 1940 only 447,000 
persons were employed as bookkeepers, accountants, cash- 
iers, ticket agents, etc. The American economy required 
one bookkeeper for each 54 workers, the Russian one for 
each 20 workers.” He also points out that the salaries of 
chief engineers, directors, and top administrative personnel 
is often a hundred times greater than the wage of the aver- 
age worker. In terms of American money, that would mean 
somewhere in the neighborhood of salaries amounting to 
a quarter of a million dollars for directors, administrative 
personnel, and engineers. He points out that in the Soviet 
army the ratio of a private’s pay to a colonel’s is 240 times 
greater as against 5 times greater in the American army. 

In the Russian scheme, the state must get its capital by 
sweating its workers, especially when most of it is for the 
non-productive purpose of preparing for war. For 1949, the 
USSR is spending 20 billion dollars on armaments or 5 bil- 
lion more than war-mongering America. 

Ever so often the Government after an orgy of deficit 
spending is faced with a sharp rise in expenditures, a drop 
in production, and a collapse in the entire system of dis- 
tribution. Money no longer buys goods, and the state re- 
sponds with coercive measures against producers and em- 
ployees and invokes mass terror among the population. The 
totalitarian planners, as Reimann points out, find the entire 
system in a deadly crisis from which the only escape is 
through the door of capitalism. A right turn is the order of 
the day. The worker is offered the incentives of a market 
economy. The black market is raised above ground and is 
sanctified as the open or free market, and finally rationing 
is abolished. Market values replace controlled prices— 
money is stabilized, police measures are relaxed, and living 
standards rise. 


116 PEACE BY INVESTMENT 


But the Russian Government cannot permit this right 
turn to develop into a complete turn-about. Then follow 
purges marked by self-criticism. 

At every turn of the cycle in Russia, two remedies are 
used: (1) increased use of forced labor and (2) foreign 
agerandizement or both. In recent years, Russia has been 
going through another great crisis which is one of the un- 
derlying reasons for her expansionism because forced labor 
is only a temporary expedient that spends itself. The USSR 
wants to annex and ingest as many satellite nations as 
possible and to suck them dry for the benefit of the Russian 
economy in order to avoid internal collapse. The main pur- 
pose of the Soviet occupation of the countries of Eastern 
Europe was not to hasten the advent of world socialism. 
On the contrary, all policies of reconstruction and reorgani- 
zation in Poland, Rumania, Hungary, and, in the East, 
Manchuria, have been subordinated to the needs of the 
Russian Government—needs filled by the dismantling and 
transfer of factories to the USSR, by highly advantageous 
and one-sided trade treaties, and the like. The aim has been 
short-range Russian benefit and not the diffusion of long- 
range socialist advantages. 

Reimann further states: ‘But these immediate gains are 
soon dissipated in the giant whirlpool of bureaucratized 
chaos which is the Soviet economic system. They are in the 
nature of temporary blood-transfusions that quicken the 
patient’s heart without healing the wound, and after a spurt 
of vigor he is once more bled dangerously white. New trans- 
fusions become ever more necessary, and they are sought 
for, grimly, at the point of a bayonet. Using the Marxist 
phraseology, it is the ‘contradictions’ of the Soviet statist 
economy that lead irresistibly to imperialist expansion— 
and possibly war.” 

Moreover, while the USSR makes a tremendous hulla- 
baloo about the United States monopoly of the atomic 
bomb, she refuses to cooperate in the only policy for its in- 
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ternational outlawry that has any sense, namely, the 
Baruch Plan for international inspection and control. She 
refused to sit at the table with the sixteen other European 
nations at the Paris Economic Conference which developed 
the groundwork for an economic United States of Europe. 
She does not permit foreign industrialists, diplomats, tech- 
nicians, journalists, or anyone else to observe the Soviet 
society in action, except through the medium of a new ver- 
sion of the Potemkin village, which is Russian for mirage. 

In the United Nations General Assembly so far, the 
Soviet Union delegates continually refuse even to try to 
achieve a meeting of minds, to reconcile divergent views, 
and to adapt the methods of collective bargaining to treaties 
and territorial settlements. She has since World War II an- 
nexed Latvia, Estonia, and Lithuania. Russia’s idea of pro- 
tecting the territorial integrity of a neighboring nation is 
to absorb it. She has made vassal states of Poland, Rumania, 
Hungary, and Bulgaria. She has turned Czechoslovakia in- 
to a reluctant appendage. She has fomented internal strife 
and discord in Italy where Communist party membership 
in 1948 exceeded 2.25 million and in France where it com- 
manded 4.25 million votes in that same year. She is, indeed, 
operating a fifth column in every nation. The Communist 
party of the United States—like such parties everywhere 
else—owes its first allegiance to the Comintern which was 
recently reestablished officially under the name of the 
Cominform to hasten the task of making national chaos the 
threshold of international Communism. 

It is therefore understandable that, in the minds of many 
men of good will, the doubt daily grows that it will ever be 
possible for the United States and the USSR to meet on 
common ground and to promote the common cause of 
global stability and of lasting peace. There is today an ever- 
growing number of people in America who have been 
forced by events to conclude that an ultimate clash of arms 
between Russia and this country is already foreordained, 
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that the conflict is irrepressible. As a result, there is a “war 
now” faction that can always count on some supporters in 
Congress, in the State and Defense Departments, in the 
press, in our schools, and in our labor movement. These 
people affirm that since a military showdown with Russia 
is unavoidable, it has become tragically our fate to wage a 
preventive war against the menace of Communism; that 
we should embark upon this new crusade of freedom 
against despotism while we still retain the advantage in 
the production of atomic bombs; that we could and must, at 
relatively little cost, extinguish a terrifying threat to the 
peace of all mankind, a return to new dark ages, to a new 
barbarism. This is merely another way of saying that the 
mathematics of murder is easier than the mathematics of 
mutuality. 

We must be ready to meet any military threat that may 
come from Russia. We know that it is the history of dic- 
tatorships that war is their only business, regardless of what 
doctrines they may proclaim. If the Russians should ever 
believe they can successfully make war on us, they will. If 
our all-out assault by investment on the Soviet bastion is 
not successful, then war may be inevitable; but we dare 
not and we must not permit any such holocaust to occur 
without first launching our own offensive by investment 
which in intent and in effect would be a genuine peace 
offering. 

It is not likely that a majority of Americans will endorse 
any preventive war, at least in the foreseeable future, de- 
spite all the truculence and provocations of the Kremlin. 
For it is pretty obvious that to set out and conquer Russia, 
which covers one sixth of the earth’s surface, would in 
reality mean the extermination of a continent since the Red 
Army would, at the first hint of hostilities, occupy all 
Europe; and at first, it would be impossible to isolate Rus- 
sian foes from their French and Italian and Danish and 
Belgian friends. 
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Aside from the coldly military and geographic consid- 
erations of any such preventive and punitive expedition, 
there are questions of psychology, that of other peoples and 
our own. We would lose face with ourselves and with the 
rest of mankind if we began atomization of millions, if we 
placed our faith in force as a first, rather than a last, resort. 
Moreover, any such attempt to sterilize the world against 
the Communist contagion would go against the American 
grain. It would not only be for us morally indefensible; it 
would also be completely out of character. We are basi- 
cally traders, not warriors; businessmen not conquerors; 
builders not destroyers. If we pursued any such strategy, 
the American dream would become a nihilist nightmare. 
On the other hand, we can hardly proceed on the assump- 
tion that we can trust the Russians implicitly, that their 
bellicose behavior and their refusal to cooperate with the 
Western powers to design a new pattern for peace do not 
have sinister implications. Our primary task in dealing 
with the Russians, as Henry L. Stimson has pointed out, is 
to find a middle road, a middle course between “uncritical 
trust and unmitigated belligerence.” 

A search for that middle course does not for a moment 
mean that we should relax in our military preparedness 
and vigilance. Yet we must never allow ourselves to forget 
that the real contest between the United States and the 
USSR is a contest between economic systems, that the 
problem of “we” or “they” can be best resolved not by 
armed combat but by comparative living standards. We 
have proved that the universal human craving for freedom 
—freedom of speech, of conscience, of choice of job—can 
be better fostered under our economic system than under 
the Soviet system; we have proved that individual liberty 
goes hand in hand with the opportunity to acquire and 
enjoy the goods of life, material and spiritual. We do not 
have to worry much about the ideological war between 
East and West. The Soviet leaders, conditioned by Marxist 
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forecasts that capitalism is in a stage of final crisis, that it 
cannot survive its “inherent contradictions”—profits and 
opulence for the few and subsistence incomes and bread- 
lines for the many—are taking the biggest gamble in the 
history of power politics. 

Capitalism in full flower means opulence and well-being 
for all. Capitalism is still growing. Even Marx said there 
will be no socialism until capitalism is fully grown. It is 
far from being fully grown even in the United States. In 
these United States, we have social capitalism; in Russia, 
military and monopoly capitalism. There, they are com- 
pletely bent on making capital out of the backs of their 
people for war-making purposes. There is no war in the 
United States between the few and the many. It does exist 
in Russia. They are betting all their chips on a single turn 
of the wheel, that the American economy will crash into 
collapse within the next few years. They will, of course, 
do all they can to foster any such crash and collapse. Every 
jobless or potentially jobless man in America is a pawn in 
their international chess game. However, in the myopia of 
their doctrinaire Marxism, the Soviet leaders have blinded 
themselves to the most significant development in this 
country over the past eighteen years. It is simply that the 
American economy, often under protest of its chief exem- 
plars, has been injected with the antitoxins that, in effect, 
rule out the possibility that the United States can undergo 
the disease of a depression comparable to that which fol- 
lowed Black October 1929. That depression reflected, more 
than anything else, the surrender by key figures in United 
States finance and industry of their basic responsibilities. 
The reforms which followed in every instance represented 
an effort to cure the abuses of our system—an effort which 
should have been undertaken by American industry on its 
own—and the excesses which should have been corrected 
by American industrial management itself. 
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It must be pointed out that the attack Mr. Stalin and 
his associates make on monopolistic capitalism is shared 
by the writer. However, either these Russian “‘czars”’ do not 
know what they are talking about or they know too well 
that the capitalism of Europe has been condemned—as 
pointed out in various places in this book. There are a few 
in the United States who want the European type of capi- 
talism back. Monopolistic capitalism elsewhere is almost, 
but not quite, as bad as the monopolistic capitalism prac- 
ticed by the Soviet regime. The difference is that the 
monopolistic capitalism of Russia has an army and a secret 
police to keep it in power. But the Russians had better 
again take a long, hard look at the social and competitive 
capitalism in the United States. Our system is being viewed 
by the Russians through the capitalistic fog of Britain and 
France. But our capitalism is dynamic—and theirs is static 
—since the common people of the United States are more 
and more becoming articulate and conscious of their double 
role as voters and stockholders in our society. This is the 
atom bomb that will really kill the Soviet plan to destroy 
our system. What we have here is something totally dif- 
ferent from that which Marx, Engels, Lenin, and Company 
have condemned. Our capitalism has learned to let the 
people rule. 

The stock market debacle of 1929 may never be repeated 
because the abuses and excesses which turned a decline into 
a disaster were sought to be eliminated by the watchful 
presence of those acting by virtue of the Securities and 
Exchange Commission Acts of 1934 and 1935. The banks 
which collapsed like punctured balloons in 1932 may never 
duplicate that performance because the Federal Deposit 
Insurance Corporation seeks to make it impossible for all 
banks thus protected to go broke. Our 9 million farmers 
who were losing their lands, their mortgage rights, and 
their shirts from the late twenties through the early thirties 
can count on government guarantees in the form of subsidy 
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or parity payments to prevent prices for crops and cattle 
from falling below a floor that will yield them a fair price 
for their produce. The growth of unionism from 2.5 to 15 
million members within fifteen years helped to diffuse 
purchasing power throughout the economy. The various 
social security measures, pensions, and unemployment in- 
surance keep a minimum fluid buying power in the hands 
of those too old to work or temporarily without it. The 
Employment Act of 1946 established a President’s Council 
of Economic Advisers that has already prepared useful 
public-works programs such as government-sponsored 
housing and highway projects which can promptly take up 
the slack of a danger-spot decline in national production 
and employment. The responsibility of the Federal Gov- 
ernment for the economic well-being of the citizen may 
have become an accepted commandment to the American 
people. If the leaders of American industry, however, do 
not wish to forfeit the principle of private ownership, it is 
up to them to assume this responsibility and thus reduce, 
rather than expand, the intervention of the Government in 
economic affairs. This economic precept must be especially 
recognized by American investors—stockholders, bond- 
holders, and policyholders.* 

The leaders of both the Republican and Democratic 
parties know that the American people will never again 
put up with the physical deprivations and psychic agonies 
of apple-selling and home relief and the waste of human 
energies and hopes on boondoggling of any sort. They 
would hound out of office any Congress or any administra- 
tion that failed to act swiftly and constructively to offset 
* In The Commonwealth of Industry, the present writer showed how Amer- 
ican industry could do the job for itself and forever do away with the dema- 
gogs who subvert capitalism. Stalinism, as well as the struggle between — 
government and industry, can only be checked when the managers of in- 
dustry have a firm faith in the ability of United States industry to keep 
growing and when they demonstrate that faith by deeds. The program here 


set forth can prevent slump, since it provides for peacetime the same ingredi- 
ents that brought wartime prosperity. 
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any substantial decrease in incomes and jobs that would 
lead to a slump. Hence, the Kremlin expectation that a 
bust will inescapably follow the current boom is based 
upon Marxist parochialism and Oriental fatalism and not 
upon a hard-headed analysis of the American economy in 
its operational aspects as a going concern. All this is not 
to say that we may not pass through a period of dislocation 
and some short-term unemployment; our economy is too 
dynamic, too complex, and too diversified not to undergo 
some jars and bumps. But it is unthinkable, in view of the 
safeguards that have been established, in view of the 
present-day psychology of our people, and in view of our 
national ¢roductive plant, that we shall ever again allow 
ourselves to be the victims of an economic catastrophe 
comparable in size or in time span to that of the years 
1930-1934. 

It is particularly infuriating to many Americans to see 
in the attitude of psychotic suspicion by Russian leaders a 
reflection upon our national integrity and honor. “The 
mistake here,”’ says John MacMurray, professor of moral 
philosophy at the University of Edinburgh, “lies in imag- 
ining that Russians do suspect our intentions. There is no 
reason for thinking that they do. What they believe is that 
our intentions have little to do with the matter. The causes 
of war are not human purposes but economic conditions. . .. 
So long as a great power remains capitalist, the inevi- 
table development of its economic system will force it into 
a situation where war is the only alternative to revolution. 
Russia can quite well accept our assurances that we do not 
want war and are sincerely eager for peace; but she will 
still discount them for all their sincerity. This is the core 
of the conflict between idealism and materialism; the West- 
ern democracies are idealist; they think that ideas deter- 
mine action; the Russian state is materialist; it believes 
that action determines ideas.” | 

“This difference,” Professor MacMurray continues, “‘is 
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much more than a difference of theory; it marks a funda- 
mental difference in methods of government which is a 
fruitful source of misunderstanding between us. We gov- 
ern by majority opinion . . . we assume in this that the 
future is determined by our opinion about what is desirable. 
It is this, too, that makes a multiplicity of parties so essen- 
tial to our form of democracy. A party, for us, represents 
a significant difference of opinion that is persistent. The 
Russian method of government on the contrary is mate- 
rialist; that is to say it is scientific. It proceeds by the 
accumulation and interpretation of statistical data. It asks, 
not ‘What do people want,’ but rather ‘What, on the evi- 
dence before us, is likely to happen and what must we do 
about it?’ Opinions and desires have very little to do with 
matter from this point of view.” 

In this regard, it must for the purposes of clarity be said 
that the Soviet Union’s certitude of a capitalist assault 
upon her is rooted in experience, an experience that our 
protestations have not so far overcome. The Soviet leaders 
remember that toward the end of World War I the United 
States, Britain, France, and eleven other nations intervened 
in Russia’s internal affairs by dispatching both battalions 
and whole divisions to smash the nascent Bolshevik regime. 
Whitehall and the Quai d’Orsay, in particular, furnished 
arms and money to guerrilla bands of White Russians, 
Poles, and Ukrainians in attempts to scotch the rise of a 
communist state before it had a chance to get started. It was 
for this reason that Lenin, once the revolution had been 
consolidated, once the Bolsheviks held the posts of military 
and economic power, founded his policy on the assumption 
that Russia would sooner or later be again invaded by 
Western armies representing a coalition of capitalist na- 
tions. He specifically shaped Russia’s original Five Year 
Plan to enable her to beat off the inevitable invasion from 
the West. When Lenin died in 1924, his last charge to 
Stalin as his successor was to frame Russia’s foreign policy 
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to keep the peace at any price, at least until the third Five 
Year Plan was completed in 1942. 

Since the Soviet theology admits of no basic distinction 
between capitalism and fascism, the fact that the Nazis 
and their satellites did attack Russia has been taken as 
positive proof of the truth of the theory on which their 
fears of invasion were based. Their scientific hypothesis 
had been confirmed by events, and they so have told and 
retold their people. They prefer it as a guide to our own 
pledges of friendliness and good will. Their trust in the 
tools of Marxist diagnosis is further fortified by the recollec- 
tion that it was their own Maxim Litvinov who in 1933 
urged universal disarmament, that it was he who warned 
that if aggressor states were permitted to build military 
forces, war would be inevitable. 

In coping with this mental set, we must also recognize 
that the Russian character is only in part Marxist in moti- 
vation and molding. It is also part Slav, part Stakhanovist, 
and part Messianic—in accord with traditions and influ- 
ence of the Greek Orthodox Church. Until his nineteenth 
year, Stalin himself was trained for the priesthood. That 
sense of fulfilling a mission, which has been the theme of 
so many Russian novelists and mystics, derives quite as 
much from the Greek Orthodox concept of being appointed 
and anointed of God to achieve human brotherhood as it 
does from the gospel according to St. Karl. It is this conflu- 
ence of forces, the sense of religious mission from the 
Church and the sense of historic mission from Das Kapital, 
that endows Soviet leadership with its ruthless righteous- 
ness. The Russian ruling class or clique regards itself as 
the chosen, ethically and economically, to redeem the 
heathen. It therefore believes that it can properly invoke 
any duplicity, any treachery, any ruse, and any conceal- 
ment. It is determined to save the world for a new economic 
religion. The problem of dealing with the Soviet Union: 
therefore becomes quite as much a problem in psycho- 
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pathology as a problem in geographic expansionism, polit- 
ical aggrandizement, and economic domination. 

At what point then can we seek to pierce this integument 
of fanaticism? At what point do we chart a middle course? 

We can look to the one thing for which Stalin and other 
Soviet leaders are distinguished, a hardpan realism under- 
neath the surface of their missionary zeal. Recently, Stalin 
himself declared: “the logic of facts is stronger than other 
logic.” And it is to this practical and materialistic mental- 
ity, this adulation of the concrete, that we owe our chance 
to reach an understanding with the Soviet Union and to 
lay the groundwork for economic cooperation. Necessarily, 
that cooperation does not mean political fraternity. It can 
and should mean adding to the wealth and trade of the 
world and keeping it peaceful by helping Russia to develop 
in every way. In this respect, we Americans have a trump 
card. For while the Russians may distrust our politicians 
and publicists, they virtually worship our industrial genius. 
To them, mass-production techniques are quite as holy as 
the icon of a former day. This in part explains why the 
Russians have made tremendous industrial progress. The 
first three Five Year Plans raised the volume and diversity 
of Russian production to an astounding degree as the fol- 
lowing table attests. 


VALUE OF PropucTION IN MiLuions or RUBLES 


Industry 1913 1938 
Metal working 1,446 33,613 
Textiles 3,519 11,255 
Chemicals 457 6,809 
Ferrous metallurgy 755 4,023 
Coal 301 1,518 
Electric light and power 45 2,262 


Similar advances were achieved in agriculture when the 
total area under cultivation was increased from 262 million 
acres in 1913 to 392 million acres in 1941. However, some 
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600 million acres of fertile soil are still not under the plow. 

The factory manager and technician personify in Russia 
the machine age, and there is less difference between the 
Russian type and our own than many believe. The Marxist 
dogma of “from each according to his capacity, to each 
according to his needs” has been scrapped as a utopian 
vagary. Foremen, or straw bosses, receive twenty times the 
wage of the average worker and have separate dining- 
rooms. In a single mine in the Donets basin, the pace-setters 
or Stakhanovites, under incentive systems, earn thirty times 
as many rubles or 2500 a month as against 125 a month 
which is the median income for the majority of their co- 
workers. The technician, the administrator, the engineer 
often earns a hundred times more in salary than the 
average wage-earner in the establishment he serves. In 
1943, the Soviet press warmly greeted the appearance of 
the first proletarian millionaire. Moreover, industrial man- 
agement in Russia is not only fully professionalized; it is 
neurotically aware of profit-showings. 

This has been demonstrated by the Russian ability to 
create capital which has been nothing short of phenomenal. 
Certainly, if the Soviet Union had been unable to manu- 
facture capital as rapidly as it did, notably during the 
years 1930 to 1941, it could not have resisted the Nazi 
onslaught with only 17 percent of help from the outside 
in readying weapons for war. Indeed, by the year 1940, 
Russia was accumulating capital, even if from the sweat of 
a slave-labor force, with a speed that (if this were the only: 
index) could have transformed her within a few years into 
the most capitalistic country in the world. Indeed, an 
amazed Eric Johnston told the Russians: “In your own way 
you have become great capitalists. If you keep on at your 
present pace you will soon have a larger capital investment 
in industrial plants than any other country in the Old 
World . . . Western Europe at one time stood in fear of 
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you Soviet proletarians. Presently, it will stand in awe of 
your Soviet capitalists.” 

Certainly, the commissars and executives of the state 
trusts are becoming the most important people in Russia 
as she strives to convert a still basically pastoral economy 
into an industrial civilization. For the Russian Revolution 
is not only a Communist revolution, it is also a managerial 
revolution. It is the managers who have to carry out the 
tremendous task of bringing the Russian economy back to 
prewar productivity and then of exceeding it. 

In its development, the Soviet system has passed through 
two distinct stages. In the first, short-lived stage, there was 
going to be equality all around. But in the second stage, 
prerogatives and privileges began to emerge until a new 
ruling class, the two million members of the Communist 
party, came out on top. They have far more absolute power 
than any ever exercised by czar and nobility. 

Despite that power, or rather because of the way it is 
used and abused, Russia’s rate of production remained in 
1948 at 1928 levels; the managers have to get it back to 
the 1939 mark by 1950. To cite a single industry, it is the 
railroad managers who know what a job it is going to be 
to re-lay 39,000 miles of track and fabricate 425,000 rail- 
road cars and 8,000 locomotives destroyed by the Nazis. 
It is the managers in general who intimately know that 
Russia’s fabulous natural resources, among the greatest on 
earth, can be exploited on an adequate scale only by apply- 
ing machine methods and that her three million square 
miles of timber cannot by hand labor and sweat alone be 
quickly enough transformed into the dwellings that the 
people desperately lack. It is the managers who know how 
empty and sterile are the impressive statistics of Russia’s 
stupendous mineral deposits—placing her first in platinum, 
second in gold, third in iron ore, fourth in oil, and fifth in 
coal—until and unless all these can be extracted by modern 
mechanical devices which only the United States can sup- 
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ply, at least over the next five years and perhaps over the 
next twenty-five. It is the managers who know that Amer- 
ica is not only the sole significant source of the machinery 
that Russia requires but also the sole significant source 
of the capital that Russia also requires to a greater extent 
than ever before. Above all, it is Russian managers who 
respect, sometimes to the point of idolatry, American man- 
agers not only on the factory floor but also in the field of 
finance. For the Russians soon after 1917 learned that the 
flexible use of credit and money was not a vicious capitalist 
institution but an indispensable tool of a power-age society. 
Money, credit, banks, and gold standards were established 
because they were needed. Nobody sat down and invented 
them. 

In violation of the traditional Communist precepts, Rus- 
sia discovered that it is impossible to operate a twentieth 
century economic system, irrespective of its political com- 
plexion, without profits, savings, investments, capital accu- 
mulation, contingency reserves, and related monetary 
mechanisms. All of these are present in the Russian econ- 
omy. From 1918 to 1931, when the Russians sought to sub- 
stitute tickets for the payment of wages and salaries in 
rubles, they learned that their own special schemes retarded 
immeasurably their economic progress. 

Why not then try a straight business approach, as against 
a diplomatic and political approach, as an entering wedge 
into friendly relations with Russia? Why not an approach 
of machinery and markets and money and managerial 
know-how? Certainly, Russia can absorb virtually anything 
we want to export to her—from looms to gasoline cracking 
retorts. At the depth of our own depression in 1933, Russian 
orders saved many an American firm from bankruptcy.* 
* This again illustrates our thesis that, if in 1933 we had released billions of 
credits for peacetime development on a sound basis to the nations of the world 
instead of doing it for war in 1941 and 1942, we might have shown a totally 


new approach to the solution of the all-pervasive world problems of peace 
and prosperity up to this time in human history. 
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Russia then bought some 70 percent of our machine tool 
production and some 53 percent of our tractors. In today’s 
trading, Russia can provide us with many ores important 
in the manufacture of steel. She can send us tin, nickel, and 
manganese and help us preserve our dwindling supplies of 
bauxite, lead, zinc, and copper. She can send us bristles, 
sheep and goat casings, furs, asbestos, flax and linen, and 
canned fish and crabmeat, to mention only a few of count- 
less items which could enrich and vary our imports. Indeed, 
Russian deliveries to the United States amounted to 100 
million dollars in 1946 and 117 million in 1948. They could 
readily amount to 2 or 3 billion dollars under two-way 
arrangements, and our exports could readily hit 5 billion 
annually—or even more. The Russians have more dili- 
gently imitated the American system of industrial produc- 
tion than any other people. Industrialists such as Henry 
Ford and concerns like General Electric have done millions 
upon millions of dollars worth of business with the Russian 
Government. Albert Kahn, Henry Ford’s architect, was 
alone responsible for the building of over 500 Russian fac- 
tories. If we can work out a plan by which the Fords and 
the Du Ponts and the Kaisers and the Levys and the Kellys 
will do business with the Russians, we can assure the peace 
of the world for many years. 

Remember that the one sphere in which Soviet Russia 
has usually kept her word with us is in the sphere of busi- 
ness relationships. She has never defaulted on a loan; she 
has never failed to pay for merchandise sold or services 
rendered. Certainly, this living up to business commitments 
represents the only genuine and realistic point of contact 
with the mind of the Soviet leaders that is left to us. 

As an earnest expression of our willingness to extend 
economic aid to Russia, it might be a very constructive step 
to sound out the Politburo as to whether or not it would 
welcome a special American economic mission of man- 
agers, technicians, engineers, and other experts to assess 
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industrial, agricultural, and monetary conditions in Russia 
and her needs and to bring back to the United States a 
budget of those Russian needs balanced against American 
supply as the preliminary to a policy of economic collabo- 
ration. 

Necessarily, while we are anxious to help Russia, we have 
to be triply sure that that help will not be used to put 
Russia into a position for waging war, either a cold war or 
a hot war, against us or anyone else. We must set terms on 
a basis that will guarantee that our investments in Russia’s 
future will promote peace. If we lend money, we shall have 
to know from our own qualified and trustworthy represen- 
tatives how that money is used; if we ship or install equip- 
ment, we shall have to have continuing authentic informa- 
tion from our own technical supervisors and other 
on-the-spot observers as to precisely what is being done 
with that equipment. If we set up Woolworth, A & P, and 
other chain stores in Russia, we must be represented on the 
boards of directors. And we must see to it that every 
American investor in Russia is entitled to a fair return. 

Russia’s current Five Year Plan has one primary objec- 
tive, capital goods before consumer’s goods. In 1947, Mos- 
cow announced the issue of a new internal loan of 20 
billion rubles to serve for reconstruction purposes, the 
money to be repaid in the course of twenty years. Bonds 
will be selected for repayment in semiannual lotteries. This 
emphasis on capital goods has continued the curtailment of 
the supply of food, shelter, and clothing for the Russian 
people and has driven living standards below prewar levels. 
The level of the average Russian is inhumanly low. We can 
bait some of the leaders of Russia to play ball with the 
consumer goods which their people desperately need while 
concurrently helping them with capital goods of which 
they are also in desperate need. 

We can hold out the lure of consumer goods to the 
Russian people. If the Russian people would learn that 
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what we offer means millions of Ford, Chevrolet, and 
Plymouth cars for the masses, the Politburo would talk 
business. We might even be able to break down Stalin and 
Company if the peoples of the satellite countries and the 
Russian masses had hope of reducing the large internal 
army Russia has to keep in order to prevent discontentment 
from erupting into protests or insurrections. 

From the point of view of the people of the USSR, surely 
the most satisfactory immediate solution would be the 
United States extension of long-term credits at low interest 
rates. In this connection, it will be recalled that in 1945 
the Soviet Government requested a loan of one billion 
dollars from the United States Foreign Economic Admin- 
istration. 

The United States Government, while first approving 
this loan, finally did not act on it because the Soviet Union’s 
foreign policy was running counter to the American pro- 
gram of developing an economic basis for world peace. The 
American State Department affirmed that no loan would 
be forthcoming until the Soviet Government abandoned its 
economic isolationism in the form of economic imperial- 
ism. From the standpoint of protocol, our Government took 
the position that this loan request could not be disposed of 
until Russia had settled her lend-lease indebtedness to the 
United States of some 11 billion dollars. 

On the basis of our working formula of $1,000 for every 
inhabitant, Russia should be offered, if a proper agreement 
can be made, a credit from us of 25 billion dollars to be 
spread over the first five-year period. This would prove, 
beyond all caviling or doubt, our sincere desire to help 
Russia; the tangibles of this kind of cooperation would 
instantly do much to dissolve the fog of hate, fear, and 
suspicion which now surrounds Soviet-American relations 
and endangers global concord more than any other force. 
In his famous interview with Harold E. Stassen, Stalin 
predicted that “exchange of goods will lead to an exchange 
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of people.” We can perhaps take him at his word. Nowhere 
else is the missionary role of American management more 
promising or more important. After all, Siberia is separated 
from Alaska by only thirty-six miles. Literally and figura- 
tively, Russia begins where we end and we begin where 
Russia ends. We have not too much time left for an all-out 
effort to make a new, happy beginning to avoid an old, 
tragic end. 

We can and should, provided that the soil and climate 
were properly prepared, make available to Russia 25 bil- 
lion dollars in credits over the next five or even ten years. 
That would destroy any possible idea the Russian people 
might have been given that we want to destroy or fight 
them. Their home propaganda would fall flat if we told 
the Russians what it would mean for them in food, cloth- 
ing, homes, cars, nylons, and refrigerators. 

We can immediately ease the burden which the average 
Russian is now carrying. He is being exploited unmerci- 
fully, as no capitalist or capitalist regime has ever exploited 
anybody. From some reports, it may be found that no 
people in history are as overworked and as dominated as 
are the Russian people of this day. 

With 25 billion dollars over the next five to ten years, 
we should not only be insuring a huge quantity of business 
for ourselves by bringing our industrial plant into a much 
bigger state of being, but we could make so many things 
available to the Russians as to have them rooting for all 
the things we and the world want. We need their 200 mil- 
lion as friends and customers. Russia and her people make 
up a land of fascination. If it were opened up, it could well 
take in anywhere from one to three billion dollars yearly 
from American travelers who wish to visit there. Any 
credits which we might therefore provide for Russia would 
begin to pay back almost at once in pleasure, raw materials 
from Russia, and, possibly, manpower. We could after the 
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first two years save as much as 5 billion a year on military 
expenditures. 

The natural resources of Russia, her workers, and their 
good humor would make themselves felt thoroughly and 
quickly. Russia as a customer would almost force us to 
recreate and improve our whole industrial system. Rus- 
sians are noted gazetteers. The sense of curiosity which 
seems insatiable in the Russians would promote business 
and industry in this country far more than we can imagine. 

If we would begin to send the Russian people machinery 
for clothes, cars, radios, food, buildings, railroads, and for 
the thousand and one things which go to make up the kind 
of civilization we enjoy here, we would quickly slay any 
dragon of war or enmity between the two nations. 

We could then well paraphrase the opiate phrase of 
Marxism to the workers of Russia: “Unite and work with 
us, and you have nothing to lose but your chains.” For 
fifty years, our business with Russia alone should provide 
work for at least two million additional Americans, possi- 
bly four million. Our earning and living standards by this 
one customer should go up 10 percent. If the Russian people 
could be told that we want them to have a credit of 200 
billion dollars a year over a period of fifty years on terms 
which were fair and reasonable, word would get to them 
regardless of iron curtains or Stalin or NKVD. Then even 
in the land of Stalinism, things might begin to shape up 
for all peoples. 

Although, on the one hand, we are now spending at the 
rate of 15 to 20 billion a year to prepare for war with 
Russia, it would still be cheaper and better to make avail- 
able to Russia, as far as we are concerned, 2 to 5 billion a 
year for a few years on terms and conditions which would 
save our blood and treasures. We should give those living 
now a chance to enjoy a world which is beautiful and 
glorious instead of living in fear and trembling of an 
atomic war which may come and instead of spending 20 
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billion on weapons for killing which in the end, if there 
is war, will achieve good for nobody. 

We should and could communicate this program to the 
Russian people over the heads of Stalin and Stalinism. We 
have such a good case to make out. Neither Stalin, Hitler, 
nor anyone else has ever succeeded in keeping power for 
long by seeking power far above and beyond human reason. 

No attempt has been made to refine and set forth in 
detail our plan and program, but enough has been set out 
to give the principle as it applies to the greatest threat and 
danger to our present and our future. 

The writer has followed a principle in his life that has 
proved successful—make your weakest point your strong- 
est. It is with absolute faith in our people and our system 
that he believes courage and vision can make our relation- 
ship with the Russian people so close as to assure peace and 
prosperity for decades if not centuries. Courage and vision 
may make our weakest link to peace and prosperity— 
Russia—our strongest. 


VII 


France: Crossroads of Recovery 


From THE pAys of the Industrial Revolution, economic 
progress in France has been consistently hindered and 
thwarted by three basic traits in the French character. 
They have been defined by the gifted Robert Mossé as 
megalophobia or fear of bigness, meophobia or fear of the 
new, and technophobia or fear of the machine, that is, of 
the mechanistic. * 

This triad of fears derives from the Gallic spirit with its 





* Like all generalizations, this one contains an alloy of error. Over the past 
one hundred years particularly, French scientists and inventors have been in 
the vanguard, and French technical education, such as that embodied in the 
renowned College of Engineers, to this day remains among the best in the 
world. It would be more accurate to say that the discoveries of French pio- 
neers in physics, chemistry, medicine, aeronautics, the cinema, and metal- 
lurgy have been practically applied by other peoples for reasons which will 
be later set forth in this text. 


’ 
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stress on human values first, on the primacy of the individ- 
ual and his sense, in France, of association with a past that 
is real and intimate. Generations of peasants, for example, 
have tilled the same soil, were born and died on their own 
land, often without making a journey farther away than 
the nearest town. The ghosts of their forebears plodded 
along with them behind the plow which turned the same 
kind of furrow in 1939 as in 1839 or 1739. Similarly, such 
craftsmen as shoemakers and furniture makers followed 
the trade of their fathers. In the professions, and in busi- 
ness, too, this father-to-son continuity has held sway more 
firmly in France than in any other Western nation. 
Because of the Frenchman’s devotion to the traditional 
and his view that a product should properly reflect the skill 
and individuality of its maker, the American attitude that 
mass production is a blessing in itself has not yet found 
wide-spread favor in France especially among the middle- 
aged and older people. The older Frenchmen felt, and still 
tend to feel, that mass production—with its large-scale 
units, its bureaucracy of Big Business which can be quite 
as full of red tape and rigidity as the bureaucracy of Big 
Government, and with its assembly lines and repetitive 
tasks—transforms the worker into a robot, a badge number, 
and does damage to his personality. To be sure, all this does 
not mean that the French farmer has been averse to using 
new chemical fertilizer as against the more aromatic com- 
post of horse, cow, and pig or that radios and automobiles 
and electric lights are not extensively used and enjoyed 
among all classes which can afford them. What it does 
mean, however, is that the French approach to the big, the 
new, and the mechanized is less developed, less rapturous 
than that of the American. Hence, the French worker pro- 
duced in 1939 exactly one third less than the American 
worker—not because the former was less expert or diligent 
but because he had less machine equipment to help him. 
During the period 1900 to 1939, for example, when 
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America, Germany, Sweden, and other nations were resort- 
ing to the latest conveyor-belt methods and to rationaliza- 
tion of industry in general, the French—with such notable 
exceptions as Michelin in tires, Renault in motors, and the 
Comité des Forges in iron and steel—straggled along in 
the rear, far behind the march of technological innovation. 
‘As always, the primary reason for this lag was lack of 
sufficient investment in capital goods, a state of affairs that 
stemmed from the French state of mind. For thrift and 
caution and putting it away in the sock were attributes 
shared by peasant and plutocrat alike. French capitalism, 
from its beginnings, was therefore ultra-conservative in the 
original Latin meaning of the term conservo, I keep in 
being. Unlike the American variety, French capitalism 
renounced adventure for safety and vision for fixity. The 
result was a system of high-cost, low-volume production 
which made every scrap count but which scrapped nothing 
until it expired from sheer senility. It was this mentality 
which, among other things, forced the French poilus, the 
best infantry in Europe, to meet the Blitzkrieg with fossil 
weapons. For it was this mentality blended from the three 
underlying fears of bigness, of newness, and of the mech- 
anized that stunted the growth of France’s capital goods 
establishment and kept it on short rations. 

To this triple outlook must be added the class cleavage 
in France, heritage of feudalism, and a restrictive force 
hampering the inflow of new talent and new ideas into the 
industrial economy. 

The French character is not too difficult to appraise. 
There are two principal groups in the country. One is the 
group that is deeply religious, fearful, prayerful, and true 
to the Catholic precepts and Church. The other is the agnos- 
tic, sophisticated, and—to use a modern word—existen- 
tialist group. This latter group is generally the younger 
group, realistic and cynical because of the great scars in- 
flicted upon the nation in the last thirty years. But the 
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whole country is one that would like to put her faith in 
something and somebody. 

The French people although acquainted at first-hand 
with ancient pleasures are still ripe for modern virtues. 
The Americans who have matured are in many instances 
the idols of the French. Some of the finest French salons 
have been conducted by Americans. The French have al- 
ways reached out for life. They have made it zestful, vital, 
and thoroughly human. They have stood for a number of 
centuries on an island in a hostile world which in latter 
years has been on shifting sands. They have been insecure 
under foot for many years. Our program can give them a 
solid base. Upon this, they can build a structure so sound 
‘and so substantial that any threat from the East can be 
fully withstood. The French are not communist nor com- 
munist-minded. They are quick to recognize what is good 
for them. The young people of France, particularly, are 
more alert and more willing than ever to follow the lines 
of our industrial civilization. For the first time, this can be 
said with a measure of assurance. A strong France is just 
as important and in some ways even more important than 
a strong England. Western Europe if it is to be built into 
a third great political entity and power can just as well 
be built around France as around England. If we could 
have both a strong England and a strong France, our 
problem is so much better solved. In building a new West- 
ern Europe, we must have three strings to our bow, and if 
all three can be strong, our future is so much more assured. 
The third is Italy. 

The French have always had a fear and a mistrust yet a 
shoulder-shrug acceptance of tin-box politicians. Political 
graft in France has been an accepted fact for centuries. 
The acceptance of graft and dishonesty and venality in 
politics especially in its relation to business are cynically 
_accepted, unfortunately. The French people themselves are 
quite anxious for a change. They do not know enough about 
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our economy and its relationship to government to know 
how much better and how much higher an order it is. Polit- 
ical integrity in France is much better since 1945. There is 
an opportunity there for a revolution in the relationship of 
politics to economics. The psychology of “after us the 
deluge’’ is disappearing. For instance, there is the matter 
of income tax. Whereas it was an accepted fact in many 
circles before the war that one could easily evade taxes if 
one knew the right people, this is much less true today. The 
average Frenchman is beginning to realize that an evasion 
of taxes is a dangerous business for everyone. France’s 
younger generation realizes that selfish living even though 
gracious is not all there is in the world. The younger gen- 
eration has had a taste of the police state of Germany. They 
do not want the police state of Russia, and they are ready 
to fall in with our type of free-choice capitalism to avoid 
the final blow. 

To fit in with our plans, France must have a very sub- 
stantial military establishment. She either must be able to 
afford it from her own economy or we shall have to supply 
it. A prosperous France can provide for her own military 
establishment. Therefore, any investments we make in 
France or in her industry do a two-fold job. The first 
strengthens the country internally, and the second enables 
France to provide sufficiently for the development of a first- 
class military organization. Military goods which a coun- 
try gets free are military goods which may find their way 
into the hands of our enemy. Why should not it be more 
agreeable to the American taxpayer to understand this 
and to operate along these lines rather than be forced to 
pour out billions for military defense or military operations 
after much damage has already been done? It seems a 
much more sensible approach to have France reorganize 
her economy along our lines with our help. In this way, 
whatever our investment, it is better and safer. Military 
expenditures for France could never be repaid, and the 
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American taxpayer would never expect them to be repaid. 
But industrial investments would be repaid, and military 
preparation which France herself pays for is the best kind 
for her and for us. 

Potentially, France is the richest nation of the European 
continent aside from Russia. She is almost self-contained as 
to food. Her foreign possessions are enormous in raw mate- 
rial potential. If France ever got started on an industrializa- 
tion program, she would go far in starting what are now 
very backward parts of the world like Cambodia and Mad- 
agascar along the road to progress. France has great 
potential for hydroelectric power production which in it- 
self, if made a reality, would give goad to a long-range 
program of industrial modernization. France has great 
manufacturing, steel, chemical, and textile industries as 
well as others. She could with our substantial help mod- 
ernize her techniques and machinery and thus become a 
European industrial counterpart of the United States. She 
would, of course, have to get rid of monopolistic and Con- 
tinental ideas on the conduct of business. She would have 
to get, as she now seems willing, a large dose of Americans 
and Americanism, particularly in mass-production indus- 
tries. 

French agriculture and French farmers are of the best. 
Her farmers are going in for mechanization in a big way. 
The writer saw this on a tour of the countryside in 1947 and 
again in 1948. It is his belief that the farm folk of France 
are now themselves in favor of a great industrialization so 
that the Drang Nach Osten, the drive to the east, can be 
halted. A majority of the French realize that an American 
type of industrialization is essential to stop the trend not 
only toward communist dictatorship but toward dictators 
from the right as well. The realism of the French can be 
made to assert itself against the “pie in the sky”’ promise of 
communism. France in good shape is the real hope of 
Europe. 
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We have already advanced to France in various forms 
since 1945 about 4 billion dollars, including 1948-1949 
European Recovery funds of about a billion. These sums 
successfully stopped France from going communistic or 
from giving the communists a dominant voice in the gov- 
ernment. We have averaged over a billion dollars a year 
since 1945. During that period, the influence of the Com- 
munist party in France and Russian Communism through 
its tentacles in France has been getting less and less. The 
more we tie ourselves, as we must and as the French desire 
us to, to their economy, the more certain it is that there 
will be no World War III or Communism in Europe. 
France as a mighty nation, and she will be militarily as 
well as industrially with our help, is an essential first in 
the direction of that new and better world we all seek. 
France and her colonies and her people will be enabled 
after a decade or two of industrial progress to build a sub- 
stantial reservoir of capital on her own. With this, she 
should be in a position to not only have a good American- 
ized economy of her own but, say, in 1970 be able to help 
the whole world economy. In 1947, France was running 
at the rate of 26 billion dollars a year income. For 40 
million people, that is about one half our rate which is not 
a bad start. It would not be surprising if France, launched 
into a mass-production economy by a super-Marshall Plan, 
would double that income within less than ten years. There 
is in France and out of France in hiding possibly as much 
as 5 billion dollars which would immediately go to work 
for France and for Europe if the road looked clear ahead. 
If we do not help France to help herself, we shall be called 
upon to supply billions for French military preparation. 
France was a great military power in 1939, but, because 
her economy was bad, she did not spend the money for 
modern military equipment she needed then. That caused 
her military failure in 1940. War and preparation for war 
today is a question not only of military modernity but 
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industrial modernity. We must do in France one or the 
other. We do not have to do both. If we concentrate on the 
industrial, we do both most effectively. To take one exam- 
ple, the Schneider Creusot Works of France is as big a 
potential for military modernization as for industrial mod- 
ernization. If we should aid that organization and others 
like it to do a mass-production job such as we are doing in 
this country, we can rely upon the French to have a steel, 
airplane, and chemical industry that will militarily take 
care of all or most of France’s needs until the Red danger 
or the danger of another war is past. 

The French worker, unlike his American prototype, is 
convinced that he is destined to live out his days as a 
worker; he has no hope of being able to rise a rung or two 
in the economic ladder. Venture capital is not there in the 
amount needed to serve our purpose. While some 450 
American corporation presidents in firms capitalized at 
$1,000,000 or more started out as manual workers, no sim- 
ilar opportunity has existed in France. The worker there 
feels that an iron ceiling has been clamped down over his 
aspirations toward bettering his condition. 

On his side, the French employer is also class conscious. 
He treats his labor like sub-human creatures, sweating 
them after hours with no overtime, grudging when not 
denying collective bargaining procedures,* and failing to 
provide safety and sanitary appliances to an extent that 
would stun even the most ardent open-shop advocates in 
America. The reason many French workers turned to the 
Socialist and Communist parties and to such splinters as 
the Trotskyite faction which counts 200,000 members in 
France is that their experience and expectations gave them 
no alternative. The French maxim that “the worker always 
has a grievance” was too often justified in fact. He had 
more to hope from state ownership than from private 


* There is practically no such thing as collective bargaining in France which 
shows how industrially backward France is. 
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ownership. We must not forget that for centuries France 
was a monarchy. The economy is born out of that back- 
ground. 

Despite these chronic weaknesses, France in the interwar 
epoch seemed a model of economic strength and stability. 
Her agriculture was thriving, and imports from Algeria 
and Syria and Lebanon made France self-sufficient in 
cereals and meat and fruit and vegetables. The reabsorp- 
tion of Alsace-Lorraine after Versailles had given her iron 
and potash deposits of extraordinary value. She produced 
67 percent of her own coal. Exports of wines, textiles, metal 
wares, and drugs were rising constantly, and the tourist 
trade was flourishing. Even the devastation of World War I 
proved to be, from the industrial standpoint, a not unmiti- 
gated evil. It forced many companies to discard obsolete 
machinery and awakened interest in hydroelectric develop- 
ment from Alsace to the Pyrenees. Her output in fertilizer 
and steel sheets and rails admitted several groups of her 
industrialists into membership in a number of interna- 
tional cartels. Roads and highways were being steadily 
improved. Moreover, the French economy from an anatom- 
ical viewpoint seemed very well balanced, indeed. In com- 
merce and industry, her units, like those in agriculture, 
were of small or medium size. One third of her population 
was on the farm, another third in mining, manufacturing, 
and transport, and the rest almost equally divided among 
merchandising, the professions, and white-collar vocations. 

There were, of course, the two hundred ruling families 
who preferred Hitler to Blum,* cartels to competition, and 
dishonor to democracy. It was this financial oligarchy 
which fastened itself like an octopus on the French econ- 
omy, siphoning off prodigious profits and refusing to put 
them to work to enlarge plant capacity and efficiency. It 
was the failure of these Bourbons of the banks to keep 


* Léon Blum’s great prestige stems from the fact that unlike most leading 
politicians he was scrupulously honest. 
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French industry vitalized by the infusion of fresh funds, of 
venture capital, that put France at the mercy of Germany 
in a war decided on the production line, not on the Maginot 
line. 

Moreover, the fortunate few in France who did have 
capital to invest frequently sent it out of their own country 
and put it into safekeeping elsewhere as soon as the war 
clouds gathered, yes, even before that. In the United States 
and Switzerland alone, there is at least a billion and a half 
dollars of French money which is doing nothing to assist 
her recovery. Naturally, even if such funds were recalled 
to France, either by edict of her own Government or at the 
insistence of other Governments, they would not by them- 
selves suffice to spark France’s economic come-back. Real- 
istically, the way to get this life-giving capital back into 
France is for us to insure the kind of economic conditions 
which will attract investment in French industry by its 
own nationals. Amid today’s strife, there is an understand- 
able, if not a patriotic, reluctance on the part of French 
financiers and entrepreneurs to take their money out of 
Swiss and American banks and put it to work to quicken 
their own nation’s economic rebirth. 

When the Nazis overran France, they stripped her of 
everything from vintages to virginity. They appropriated 
50 percent of all French locomotives and 47 percent of 
her railroad rails and 700 million tons of fibers, raw 
rubber, soda ash, and other materials. They deported to 
Germany more than a million skilled French artisans and 
workers. Herds of cattle, when not slaughtered for Nazi 
tables, were poorly fed, and, as a result, the yield of milk 
was drastically reduced. 

Nevertheless, the actual physical destruction of France’s 
productive power was comparatively slight, despite the 
softening-up blows of the Allied air command and Nazi 
vengeance in retreat. Only one fifth of France’s mining, 
fabricating, and hydroelectric capacity was put out of 
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commission. On the other hand, harbors, bridges, railroad 
yards, and inland waterways were largely demolished. 
Whole towns like Le Havre and Caen almost disappeared. 
Across France, a total of more than two million buildings 
was destroyed or damaged, while 1,000 vessels out of 
France’s merchant fleet of 1,400 ships were lost. 

However, the war did not impair the carefulness of 
French labor, the fertility of the soil, the scenic beauty of 
France’s landscapes, and the spirit of her people. Moreover, 
it developed a new rationale, a new approach to economic 
recovery albeit by means of government direction. The 
French today are revising their institutions to achieve a 
new synthesis between state planning and private enter- 
prise. A huge, new hydroelectric power project, including 
the Genessiat Dam, is being built in the upper Rhone 
Valley—financed by private capital but sponsored by the 
Government. The whole concept of a mixed economy with 
one sector occupied by private enterprise, a second by pub- 
lic enterprise, and a third by both is the principle actuating 
the celebrated Monnet Plan. It has mobilized industrialists 
and labor leaders, private experts and public advisers, farm 
proprietors and Bureau of Agriculture agronomists behind 
a four-year program to rebuild and modernize France’s 
industrial and agrarian resources and to bring her produc- 
tion techniques into the twentieth century. 

The Monnet Plan, however, is not a blanket affair cover- 
ing and regulating every part of the economy. It concen- 
trates rather upon strengthening strategic points in that 
economy in accordance with the then President de Gaulle’s 
statement early in 1945 when he said: “The State must 
assure the full development of the main sources of energy— 
coal, electric power, oil—and of the main means of trans- 
portation and communication. We must increase iron and 
steel production to the necessary levels; we must use credit 
to direct national savings into the vast investments needed 
for such economic developments and to prevent private 
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interests from running counter to the general interest.” 

Like any other sensible program for economic recovery 
and advancement, the Monnet Plan looked first to the use 
of credit, asking an investment of 3.5 billion dollars distrib- 
uted as follows: 


1 billion to modernize iron and steel production, coal mining, 
electric power, and the cement, chemicals, and farm- 
machinery industries 

1 billion for reconstruction of residential, industrial, and pub- 
lic buildings with new stress on plumbing and elevators 

300 million to mechanize farming methods, notably for the 58 
percent of the farms between 50 and 240 acres 

575 million to modernize railroads, subsidize civil aviation, 
build swifter, larger cargo vessels, and extend telephone 
services * 

525 million to enlarge facilities for producing aluminum, mag- 
nesium, plastics, and optical goods 

225 million to improve tourist travel and accommodations and 
change tourisme de luxe into tourisme de masse and for 
miscellaneous purposes. 


Of this total sum, the central Government, through the 
recently nationalized Bank de France, was to raise 2 billion 
dollars, local Governments and such state-owned enter- 
prises as railroads about 650 million, and private firms 
some 725 million dollars. The remaining $1,300,000,000 
was expected from the United States, Canada, and Bretton 
Woods. 

It is interesting to note that in 1937 the United States 
provided more than 11 percent of all French imports— 40 
percent of petroleum, 50 percent of the cotton, and 31 per- 


* That French equipment in every sphere cries out for modernization is illus- 
trated by the state of her telephone service. Switchboards as well as conduits 
and transmitters are almost all over-age; most of them are thirty years old 
and were ready to fall apart even before 1939. The French hesitation to get 
rid of anything that can still yield a semblance of efficient cperation has made 
the French telephone system the despair of her more demanding executives as 
well as a sore spot with tourists. 
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cent of machines and motors. A decade later, the imports 
called for under the Monnet Plan will not only double this 
percentage to around 22 but will also serve as an index as 
to how much business the United States, as the chief source 
of supply, can anticipate from France. The following are 
typical estimates from the French Economic Ministry for 
what must be sample orders (in millions of dollars). 


141 million worth of railroad equipment including locomo- 
tives, freight, and passenger cars 
70 million worth of continuous-strip mills for rolling steel 
sheets 
30 million worth of coal mining machinery including auto- 
matic cutters 
26 million worth of hydroelectric equipment including tur- 
bines, conduits, and cables 
23 million worth of marine motors and electrical supplies 
for inland water transportation 
12.5 million worth of agricultural equipment including trac- 
tors, plows, harvesters, and harrows 
10 million worth of bulldozers, steam-shovels, cranes, and 
hoists for quarrying excavations for big buildings. 


All these allotments are actually a form of sub-subsis- 
tence rations and are not a diet calculated to nourish 
French industry into a new and necessary growth. Many 
items—for example the 25 million dollars earmarked for 
hydroelectric equipment, turbines, and cables—represent 
an outlay that meets the needs of the lower Fifth Avenue 
section of the borough of Manhattan in New York City 
rather than the needs of a nation of more than 40 million 
people. If orders were multiplied ten times, they would. 
still not be nearly adequate for a nation the size of France. 

Both geographically and economically, France is not 
only the crossroads of the Continent but is also the corner- — 
stone of Western Europe’s recovery and rebirth. With her 
40 million industrious and intelligent people, with her 
substantial resources, she has the potentials of becoming 
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again not only a great power in the diplomatic sense of the 
prewar era but also of becoming the pace-setter for the 
other fifteen nations in the Western Economic Federation 
which is emerging from the propulsions of twentieth cen- 
tury technological necessity. France today is in a position 
to replace Germany as the industrial powerhouse of Conti- 
nental Europe. Yet to accomplish this aim, France has ‘to 
overcome two basic obstacles. (1) The financial conserva- 
tism, the rentier outlook which places security above that 
calculated risk which is the mainspring of modern capi- 
talism even in a mixed economy. The mere fact that the 
release and allocation of credit has been shifted from pri- 
vate to public hands is no guarantee that views unsympa- 
thetic to the use of venture capital will not prevail. (2) The 
reluctance of many industrialists to modernize production 
because of the lack of competition and venture capital. 
“Why should I invest to improve my processes?” inquired 
a prominent textile manufacturer in late 1947. “I can sell 
all I can turn out, and at very pleasing prices.” To move 
ahead, France must shatter this complacency, reinforced 
over two generations by cartel agreements and the ten- 
dency to keep control of any business, large, small, or 
medium, within one’s immediate family, if not via father 
to son, then uncle to nephew. 

A chief appeal of the communists to the talented and 
ambitious Frenchman today is that under a French soviet- 
ized state, he will have a chance to rise in the world by 
becoming a commissar or bureau chief in commerce or 
industry. The young, gifted Frenchman, whether from the 
working class or the middle class, frequently finds this 
argument very cogent indeed. He looks around and finds 
his way to business success too often blocked by lack of 
opportunity. To offset the allurements of this communist 
argument, which is attracting some of the best young blood 
and young brains of France, we must assist French leaders 
to develop a free enterprise structure analogous to our 
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own, stressing the opportunity to rise in the world, either 
by becoming a manager or owning your own business, for 
an ever-larger number of people. The importance of this 
personal equation tends to be obscured, but it is, in human 
terms, a decisive influence in France’s future. What par- 
ticularly commends the approach we have suggested is 
that the intrinsic individualism of the Frenchman pre- 
disposes him to the motivations, rewards, and values of 
capitalism as against communism. The administrators of 
the Monnet Plan, sparked by Hervé Alphand, a French 
combination of Bernard Baruch and John Maynard 
Keynes, intend to erase this lethargy by fostering competi- 
tive enterprise, by imposing lower prices on firms that 
refuse to modernize, and by depriving them of tariff protec- 
tion—thus compelling them to relinquish antiquated 
methods and swing toward higher productive efficiency. 
The French understand the fruits of American competitive 
capitalism but not its operation. 

Yet while warring against this ingrained conservatism, 
the directors of the Monnet Plan have committed the same 
essential error. They have woefully underestimated 
France’s capital needs for reconstruction and construction. 
Using as criterion a grotesquely inflated franc, stabilized 
in relation to an inflated dollar, they are seeking to restore 
the French economy to the deflated levels of 1938, a year 
of considerable unemployment, bad harvests, and over-all 
decline in economic activity forestalled only by an increase 
in outlays for defense from 10 to 15 percent of the national 
income. The less than one billion dollars a year for the 
four years of the Monnet Plan will, in short, return the 
French people to conditions that were arousing internal 
tensions and sharpening class conflicts ten years ago. More- 
over, under present proposals, France will have to raise 
taxes rigorously, impose a higher levy on tobacco, increase 
postal rates, and invoke a long list of corollary devices, each 
not too important in itself but having in total an adverse 


CROSSROADS OF RECOVERY 151 


effect on living standards.* She will also have to curtail 
military outlays to a tremendous extent, a dubious proce- 
dure in a world where the temperature of the cold war is 
subject to change without notice. To insure internal stabil- 
ity, to fulfil her new role as Western Europe’s economic 
bellwether and her old role as a fountainhead of democ- 
racy, France really requires not 3.5 billion dollars for the 
four years of the Monnet Plan but rather 3.5 to 4 billion 
dollars as an annual minimum at least until 1953. 

On the basis of our working formula which places as the 
(variable) norm a credit requirement of a thousand dollars 
an inhabitant, France—with a population of 40 million— 
should within the next fifty years receive credits of around 
40 billion dollars. In miniature, a precedent for this kind 
of lending to France already exists. The very first credit 
granted by the World Bank was 250 million dollars to 
France, advanced out of the 700 million working capital, 
on the ground that such a loan met the tests of “‘being for 
the reconstruction of the normal economy” and for “useful 
and urgent projects” which held out “reasonable prospects 
of payment.” The credits were allowed for a thirty-year 
period, at an interest rate of 31% percent annually, plus 
4 percent on the unrepaid balance to be applied toward 
building up the Bank’s reserves. No payments, either of 
interest or principal, will be required for the first five years 
which are doubly critical for France as a bulwark both of 
the West’s new economy and of her belief in the right of 
the individual to work out his own salvation, material and 
moral. 

The French people are great enthusiasts, and if we get 
' them to go along with our program, they might develop 
into one of our greatest, if not our greatest, customer. It 
is very possible to average 2 billion dollars of business a 
year with the French, which would mean that not only 


* Done by the Queuille cabinet in September 1948. 
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would we have 40 million good customers but that we 
would provide employment for the next fifty years for 
about a million of our workers. 

It must be remembered in all of this that, although 
France is twelve to fifteen hours away now, as time goes 
on France may be only two or three hours away, and before 
the fifty-year period is up, only heavens knows how fast 
we could go to and fro. Therefore, our projection may not 
be anywhere near as fantastic as it may sound to some right 
now. France may truly be as close to New York, within a 
comparatively short time, as is presently Pinehurst, North 
Carolina, or even Washington. 

Once a program of modernization in a country starts and 
a sound relationship is established with an investor or the 
investing public, fear is overcome, and confidence is one 
of the basic ingredients of investment. 

It would not be surprising over a period of years for 
France to spend, and for us to invest, as much as 50 billion 
dollars to modernize her industries. That is a large sum; 
but the French are a great people, and they not only are 
but can become more and more the key to a Western 
European federation, as powerful on the continent of Eu- 
rope and in the world as are the United States and Russia 
in their own spheres. 

Our formula to do this job must especially be sold to 
the women of France. The women and the average French- 
man in the street will understand us if in simple terms we 
show our faith and confidence in them and in their future. 

The Europeans, and the French are no exception, have 
enormous pride. Some of it is false, some of it is genuine, 
some of it is political; but whatever it is, it must be taken 
into account and dealt with in any relationship that we 
wish to set up on a permanent basis. 

We know that France suffers from the same dryrot cap- 
italism that England does; but the French are just as great 


CROSSROADS OF RECOVERY 153 


lovers of freedom as we are, and with that they can be 
made to understand us and to work with us. 

France can be an integral part of the third new force in 
the world—The United European States. Since political 
changes take place rapidly in France—and we have spoken 
here of a Monnet Plan—such political changes may de- 
velop plans other than those of Monnet which are con- 
sistent and reconcilable with our way of doing business 
and with her needs and desires. 

Many of the demands of more for less by the workers led 
by communists and others can be dealt with, and this trend 
can be reversed with a great industrial reconstruction pro- 
gram and a plan of which the French will not be dubious. 

Investing our money is not alone the need. We must 
accompany it with a good part of ourselves, and this we 
Americans must appreciate. Money by itself will not solve 
our problem or France’s problem or the problem of the 
world. 


VIII 


Italy: Scene for Showdown 


Wirt Iraty’s recovery sparked by Marshall Plan aid, 
she still is on the Western side of the fence. But recovery is 
a relative term; even if by 1952 the 1939 levels of produc- 
tion are restored, Italy will remain a poor country—an 
unnecessarily poor country. Hence, the Communist propa- 
ganda, which currently exploits the discontents of her two 
million unemployed and the slow pace of the Government’s 
agrarian reforms, will find three years from now a recep- 
tive audience among the millions still plagued by poverty 
and restive with the long-gathering resentments of ulti- 
mate revolt. 

Only if De Gasperi’s middle-of-the-road regime, or one | 
like it, can more quickly achieve an industrial and agricul- 
tural risorgimento can the majority of Italians be kept for 
long on the side of democracy. That risorgimento depends 
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upon infinitely more and faster United States economic 
assistance than she is now getting—assistance at the rate 
of at least a billion dollars a year. 

Despite the cold peace that now prevails, Italy remains 
the next station stop on the Soviet timetable. If the Com- 
munists dominated Italy, the Politburo could strangulate 
one of its major foes, the Vatican, the hub out of which 
radiate the anti-Soviet spokes of world Catholicism. Once 
the Communists are masters of Italy, the Anglo-American 
position in the Mediterranean, especially in Greece and 
Turkey, would be impossible to maintain without resort 
to arms. 

In this situation, it is important to remember that Italy 
exemplifies the visceral theory of power politics, people 
threatened with hunger support whoever brings them food. 
This is the secret, the open secret, of Communist strength. 
It is not that overwhelmingly Catholic Italy loves the 
Hammer and Sickle more than the Cross—or the Stars and 
Stripes. But adroit Communist agitation, aided by the 
bungling of the Allied Control Commission, has convinced 
four and a half million Italians that bread and work can 
be assured only by Communist policy, as developed in the 
Soviet Union, and not by the Christian Democratic policy, 
which for its success depends directly upon the quality and 
quantity of American aid. 

However, if that aid, and especially credit, is substantial 
enough and rapid enough, Italy’s economic structure can 
be readily buttressed and amplified to achieve living stan- 
dards incomparably superior to any she has ever known. 

To be sure, war devastation by Allied bombings and Nazi 
and Allied artillery fire and tanks, along with the plunder- 
ing of everything portable by the Nazis, from spindles to 
rolling stock, reduced the industrial capacity of central and 
southern Italy by 30 percent. But the more important mills 
and plants in the north (paper, aluminum, textiles, trucks, 
motors, and steel) were left almost intact, losing only 7 
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percent of their prewar capacity. Hydroelectric facilities, 
generating power from the rivers of the Alps and the 
Apennines, were so little damaged that as early as June of 
1946 they were back to 96 percent of their prewar produc- 
tion and now exceed it by 1114 percent. Italy’s recovery, in 
short, has been hampered more by the war-sponsored dis- 
ruption of transport (harbors and shipping and railroads) 
and by shortages of foreign exchange, raw materials, and 
food than by the overdramatized losses of her industrial 
capacity. More than by anything else, that recovery has 
been impeded by lack of working capital. From the stand- 
point of physical plant, Italy—for a _ battleground— 
emerged in astonishingly good shape. Repairs on railroad 
lines, dock installations, bridges, and the like have been 
made with surprising swiftness, and the shortage of loco- 
motives, freight cars, and track, although a major difficulty, 
is being relieved. 

It is this industrial plant which is the nucleus of Italy’s 
long-term chance of becoming a strong and harmonious 
nation. For Italy today represents the paradox of a country 
ideally suited to intensive and extensive industrialization 
which has remained primarily agrarian. It cannot be over- 
emphasized that the hope of Italy is ultimately to transfer 
to the factory over 50 percent of their agricultural workers. 
Among the most densely populated nations in Europe, 
Italy has about two and a half million of her people trying 
to cultivate wheat and barley and maize and rice in a hilly 
soil basically adapted to olives, grape vines, almonds, toma- 
toes, and oranges. Moreover, that soil never too fertile for 
cereal crops has been depleted and impoverished by lack 
of replenishment in the form of fertilizer, notably phos- 
phates, for countless generations of planting and harvesting 
the same plot of ground with methods not far removed 
from those used during the days of the Caesars. 

Similarly, Italy’s cattle, sheep, and goats, originally of 
superior stock, have deteriorated because modern tech- 
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niques of crossbreeding and nutrition are little known and 
rarely used. 

Furthermore, while Italy has spectacular quantities of 
mercury (largest in the world) and zinc (largest in Eu- 
rope) and sulphur (second only to Texas) and hemp 
(nearly on a par with the Ukraine), together with impres- 
sive deposits of marble, bauxite, lead, and antimony, she 
lacks the basic materials that could place her in the fore- 
front of industrial nations. Her own coal reserves, lying 
mainly in the Sulci mines of Sardinia, are meager and 
extremely low grade, yielding only 3 out of the 15 million 
tons she annually required up to 1939. She is also particu- 
larly deficient in two other vital ingredients for a modern 
industrial society, iron ore for making steel and oil for 
lubrication. 

Despite these deficiencies, however, Italy with appropri- 
ate assistance from the United States can be a testing 
ground to dispel the economic delusion that, in the mid- 
twentieth century, the prosperity of a country still depends 
upon the supply of raw materials domestically on tap. 
Holland, for example, has no iron. Sweden has no coal. 
Denmark and Switzerland have neither. The high living 
standards in these nations demonstrate that today economic 
well-being depends upon technical progress in the shop and 
on the land and not upon size of territory or upon natural 
resources in its earth. 

This technical progress, in turn, depends upon the vol- 
ume of capital available. The core of Italy’s problem ever 
since her unification, some eighty years ago, has been 
less that of barren soil and more that of insufficient funds 
invested to build and improve tools and machines and other 
equipment. Two historic circumstances converged to dam 
up the necessary flow of capital into enterprise. First, the 
Italian people, living close to the poverty line, never had 
the opportunity to save, to put aside money that could 
be used to develop seaports or railroads or metal-working 
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establishments. Second, during the past three quarters of 
a century, the infusion of foreign capital has been spas- 
modic and arbitrary, being turned off and on like a faucet 
in response to political and military, rather than economic, 
considerations. 

From 1870 forward, every time war clouds gathered in 
Europe, England, France, and Germany would invest in 
Italian mining and manufacturing as a potential source of 
martial supplies. But when the threats of war receded, this 
kind of investment tended to evaporate. To be sure, there 
has always been some foreign investment for solely com- 
mercial purposes, and American investment has been ex- 
clusively that until recent days. But all this sufficed only 
to indicate that Italy, with her fine craftsman-like workers, 
was capable of infinitely greater industrial expansion. It 
did not bring about that expansion. Hence, Italy, while 
other European nations were moving with the technolog- 
ical times, lagged way behind in the procession. Italy has 
remained under-industrialized because she was under- 
capitalized. This is another way of saying that the extent 
of mechanization, or the amount of horsepower or inani- 
mate energy that can be drawn on, in Italy, as elsewhere, 
corresponds to the extent of capitalization. Significantly, in 
Italy the number of horsepower per concern amounts to 
92.9 as against 271.4, in the United States. The connection 
between the total of horsepower installed and the total of 
capital investment is highlighted by the fact that in the 
1937-1939 period this averaged $1,348 per worker in Italy 
as against $7,000 in the United States. A worker in the 
Cadillac plant in Detroit had $5,662 worth of more equip- 
ment to help him do his job than the worker in the Fiat 
plant in Turin. Similar comparisons held between General 
Electric and Pirelli, Baldwin Locomotive and Breda, Du 
Pont (rayon) and Snia Viscosa. It is hardly necessary to 
add that firms thus poorly furnished with mechanical 
devices, from conveyor belts to punch-presses to cranes, 
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waste their labor and display an unduly high unit cost for 
everything they turn out. 

“Unfortunately,” says F. Coppola D’ Anna, the economist 
for the Banco di Roma, “‘the dilemma remains: either we 
shall succeed in making the vast capital investments needed 
for raising our productive equipment to the level required 
by modern technique, and for enlarging it to the extent 
necessary to provide jobs for more of our people, or we shall 
be compelled to resort to all sorts of measures to live a life 
of hardships and privations . . .” 

Although Americans generally think of Italian exports 
in terms of wine, olive oil, hand-blocked silks, salami, and 
sponges, Italian industry has disclosed an astounding abil- 
ity to produce typewriters, optical instruments, pharma- 
ceuticals, and other commodities which require not only 
complicated processing but research laboratories of the first 
class and highly trained personnel from metallurgist to 
manager to machinist. Indeed, shortly after World War I, 
Italy had become chiefly a seller of complex finished goods 
of high quality, instead of merely an exporter of simple 
handcraft goods calling for negligible amounts of technical 
skill and capital investment. 

The American share of prewar Italian exports was 
around 71% percent or 45 million dollars at 1938 prices. 
So long as prosperity continues in the United States, the 
American market will be able to absorb not only the tradi- 
tional Italian products such as cheese, Chianti, and the 
like but also superior textiles and artisan wares which 
reflect the perfectionist character of Italian workmanship. 
But luxury imports alone should not comprise our entire 
trade with Italy. She will be buying from us many of our 
mass-production items, even automobiles. For it is doubtful 
if the Italian automotive industry in the foreseeable future 
can achieve mass-production standards matching our own. 
The Italian car-makers will probably continue to concen- 
trate, like Rolls-Royce in England, on custom-built engines 
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and chassis while thousands of Italians in a few years may 
be buying Fords and Chevies. Our long-term objective 
should be mass production in Italy for Italians and for 
others. 

In such fields as toys and electrical generators, Italy is 
preparing to take over Germany’s Middle Eastern and 
Latin-American markets. In all of this, however, our own 
isolationist cries of havoc and competition are unwarranted. 
At the present rate, it will take Italy at least two genera- 
tions to catch up to American mass-production standards as 
they exist today, and it can hardly be assumed that we shall 
fail to go forward meanwhile along the road of technical 
progress, keeping our present relative advantage over Italy 
and every other nation. In farm supplies, such as cultivators 
and fertilizers, for example, American industry even ten 
years hence will be able to sell to the Italian farmer at 
prices with which Italian industry could not remotely 
compete. 

One of the great commodities which Italy has to export is 
manpower. It has been the experience of most places of 
the world in dealing with Italian immigrants to find them 
constructive and good craftsmen. There are at least a mil- 
lion and a half workers in Italy who should be available 
for work in this country. In the United States, many big 
cities such as New York, Chicago, New Orleans, and San 
Francisco were largely built by Italian hands. 

Despite numerous handicaps, the industrial potential of 
Italy is very promising, but her internal finances are des- 
perately muddled. A legacy of Fascist times is the fantastic 
amount of currency still in circulation. At the start of 1947, 
this had reached 400 billion lire as compared with 19 
billion in 1938. As a last measure of revenge, the Nazis and 
the Fascists near the Swiss frontier, during the period be- 
tween the armistice and the end of 1945, had run printing 
presses overtime in order to flood Italy with lire and to 
create chaos. This intensified the natural trend toward 
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inflation arising from shortages of virtually everything. 
Despite devaluation of the lira and heartening if irregular 
increases in output in both factory and field, wages, sal- 
aries, and other income, even supplemented by state sub- 
sidy, are still in a losing race with the rise in living costs. 
Attempts to devaluate the lira any further have to be made 
with caution; too sharp and sudden a devaluation would 
prostrate the country. At the same time, the public debt is 
astronomical at 800 billion lire. 

The budget is completely out of balance with expendi- 
tures at a 12 to 1 ratio with revenues, partly because 
methods of tax collection are antiquated, corrupt, and un- 
wieldy, offering the taxpayer unlimited chances to de- 
fraud. The large landowners openly resist heavier taxes as 
do the major industrialists. Their argument, not without 
cogency, that they must have capital to put acres and 
plants in shape again is not convincing to peasant and 
worker. The latter feel that if the big shots do not have to 
pay more, the little shots, having less, should be let off 
altogether. 

The situation is further complicated by the attitude 
toward nationalization displayed by Italy’s three mass 
parties, the Christian Democrats, the Socialists, and the 
Communists. All three with varying fervor want to break 
up monopoly in land and divide the acreage of the big 
latifundia, or estates, among the peasants. All three urge 
decentralization of industry and the development of re- 
gional TVA projects. All three advocate labor representa- 
tion with management on joint councils not only to arrange 
wages and working conditions but also to help plan indus- 
trial output. All three favor the establishment of both 
producer and consumer cooperatives, banking reforms, and 
vast new outlays for popular education and for social ser- 
vices, especially medical care. All this is the result of 
previous poverty with the wealth tightly held in the hands 
of the few, leaving the many without hope. 


162 PEACE BY INVESTMENT 


The strictly economic differences between these three 
parties are of degree and emphasis, rather than of kind. 
‘While both the Communists and Socialists endorse the 
principle of nationalization, the Communists are more 
concrete and articulate in their demands. They insist that 
nationalization should at once be undertaken, despite the 
perplexities of Italy’s present position, and should cover all 
industrial combines and cartels, life-insurance companies, 
and financial institutions. The Socialists are less concerned, 
at the moment, with titles of ownership—getting more 
production under existing arrangements is their immediate 
goal. 

The Christian Democrats, while conceding the advan- 
tages of nationalization for public-works projects and ad- 
ministration, want to leave as much scope as possible for 
private initiative. 

The Government, by means of fiats and statutes that may 
be modified when conditions are stabilized, controls 60 per- 
cent of the metallurgical industry, 90 percent of the ship- 
yards, 100 percent of the passenger vessels, 75 percent of 
the telephone networks, and 35 percent of the electric light 
and power. Moreover, since the Government, through the 
medium of the Institute for Industrial Reconstruction, is 
in charge of 87 percent of savings, practically no new 
financing can go forward without Government sanction. 

In a poor country, lacking sufficient outside help, nation- 
alization becomes a ready panacea to cover up past mis- 
takes in financing, management, marketing, and labor 
relations. It is easier to surrender responsibility to the state 
than to demonstrate initiative and resourcefulness on one’s 
own. Nationalization can move ahead only by default, 
when the financial and industrial leadership of a country 
has forfeited its right to lead by showing sloth instead of 
energy, by being static instead of dynamic, and by refusing 
to change with the times and to accommodate itself to new 
needs and new pressures. In Italy there are many people, 
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even among Communists, who would like to go into busi- 
ness for themselves or to participate in a well-run, efficient 
business if they only knew how and where the things that 
make private enterprise tick could be acquired. 

In the light of economic trends and countertrends in 
Italy, it is interesting to observe that a major ambition 
among middle-class Italians especially is to go into business 
for themselves; it reflects an effort to imitate what many 
Italians believe to be the basic American business pattern. 

To most Italians, monopoly and Fascism have been 
synonymous for a generation. They will fight the growth 
of the first to prevent the return of the second. Despite the 
debates on nationalization and the lip-service acceptance 
of small socialist doctrine, the majority are in a mood for 
adopting the essentials of a free enterprise economy, which 
they associate with United States prosperity, if they can 
find a way to do it and if they are guided in that direction. 
But it would have to be the genuine article; no substitute, 
no synthetic will do. (That is why one of our great objec- 
tives must be to place at the disposal of the Italians credits 
enough to enable their people to start in business for them- 
selves. ) 

There is still another reason for this yearning for eco- 
nomic independence. Italians of every group and faction 
remember that it was the undue concentration of economic 
power in the hands of a few omnicompetent magnates that 
built the road for the March on Rome in 1922. Big govern- 
ment is no less dangerous. 

As a part of any general scheme for financing, we must 
eliminate the idea of industrial or business monopolies. 
The thinking in Europe for centuries has been so much 
along the lines of feudalism and of that early capitalism 
known as mercantilism that monopoly is a reflex among 
too many top businessmen. The American idea of compet- 
itive capitalism has never really taken hold.* Yet it is 


* See chapter on England. 
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crucial to any lasting economic progress in Europe. This, 
of course, again means that not only must we provide the 
money or the goods, but we also must provide the know- 
how, manpower, and personnel to do the job. 

A fine start has already been made by our having an 
extremely capable, socially-minded industrialist as head of 
ECA in Italy, J. D. Zellerbach, erstwhile president of the 
Crown Zellerbach Corp. of San Francisco. He has been in 
no small degree responsible for the substantial progress 
Italy has shown industrially under the Marshall Plan. 

The loan of 150 million dollars to Italy from the Inter- 
national Bank for Reconstruction and Development and the 
loan of 100 million from the Export-Import Bank, to- 
gether with the 600 million dollars allocated under the 
Marshall Plan for 1948 and 1949, do not add up to any- 
thing more than a promise of a new beginning. American 
investment in Italy need hardly be confined to government 
lending. A joint Italo-American company has already been 
set up to raise the output of methane gas from 15 million 
cubic meters per month to the same amount per day. Under 
American engineering guidance, the costs for this under- 
taking have been determined at 5 billion lire, or about 22 
million dollars, including the necessary imports of steel 
and coal from the United States. Still another example of 
an Italian-American partnership is the agreement between 
Otis Elevator Company and an Italian archetype to supply 
jointly elevator demands from Egypt, Argentina, India, 
Belgium, and Holland. 

Italy with her 48 million people, with her splendid labor 
force, with her terrific need for industrialization should 
have around one billion dollars a year for the next five 
years as a first installment on a long-term, fifty-year credit 
of 48 billion dollars in accord with the working formula 
proposed in this book. Otherwise, she cannot adequately 
vitalize her chemical industry to provide phosphates and 
nitrogen to nourish her starved soil, cannot create a mer- 
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chant marine to carry cargoes, cannot extract lead effi- 
ciently from her mines, and above all cannot be able to 
move toward that freedom which the House of Savoy and 
Fascism and monopoly have denied to a people who, by 
instinct, are individualists, as their great liberating move- 
ments from Garibaldi to the Partisans attest. 

There is little doubt that any such set-up which provides 
48 billion dollars over a fifty-year period would assure 
additional employment ranging from 500,000 to a million 
Americans for the next fifty years in order to supply the 
goods and services Italy would need. 

Italy has potentially as great hydroelectric resources as 
any nation in Europe. A great steel industry might even be 
built in Italy if hydroelectric power can be developed in 
sufficient quantities. Power projects of a vast potential can 
be developed out of the Alps and the Apennines—enough 
to replace coal and oil for industrial use and to supply 
ample energy to help Italy reach great industrial heights. 

If our program is successful in Italy, as it can and must 
be, Bulgaria and Hungary would fall like tenpins from 
under the hands of the Communist horde. 

We would like to blueprint in detail how these moneys 
could be spent and what the industries could be when 
developed on a grand scale, but it is enough to say that 
industry has shown ability to advance swiftly under the 
Marshall Plan, inadequate as it is. It has made tremendous 
strides month by month. Its Fiat automobile works, its 
rayon Snia Viscosa works, its Pirelli electric-equipment 
works, all exemplify what Italy can do industry-wise. We 
in this country have built a great nation because the invest- 
ment funds were available to us. The Italians, being prodig- 
ious workers and builders, can do the same thing. 

This book is not concerned with the momentary defeat 
or victory in an Italian or any other election in a state 
which is not behind the Iron Curtain. The important con- 
sideration is to set up an objective or a goal by which we 
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could be assured that our way of economic life will be given 
a fair test by which we can expect to gain adherents in 
various parts of the world. 

We have indicated a pattern which would entitle Italy, 
roughly, to a fifty-year credit of approximately 48 billion 
dollars. With this, the Italian people would have a new 
sense of hope, a new goal, and a new destiny. 

They could look forward to a rebirth and a redevelop- 
ment of their whole economic structure with new railroads, 
new roads, new homes, sufficient food—and a future. These 
are the indispensable material ingredients of democracy. 
Democracy is a luxury, and only those who can afford it 
can have it. 


IX 


Germany: Dray Horse or Dragon? 


A BANKRUPT GERMANY can bankrupt Western Europe. A 
Germany with a bottomless tin cup in her hand can be a 
continuous drain not only upon Europe but also upon the 
United States. 

Physically, the old Germany of Bismarck, of Kaiser 
Wilhelm II, and of Hitler is dead. To bring about the 
spiritual death of old Germany as the source and sinew of 
twentieth century militarism, the people of today’s Ger- 
many must be given a chance to change themselves by 
being admitted gradually into membership in the Western 
community of nations. 

To assure permanent peace, we must dig out the roots of 
past German aggression. Like all others, the people of 
Germany wanted economic opportunity and security. Le- 
bensraum was another word for it, and Germany’s patho- 
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logical fear of encirclement was its rationalization. This 
outlook will disappear once Germany becomes an accepted 
member of the European family of nations and a full- 
fledged partner in the European and the global economy. 

There is one qualification that must be stated at the 
outset. The German people, after a period of probation, 
must demonstrate their wholehearted cooperation in efforts 
to prove their right to fellowship in the Western world. 
They must prove their determination to help avoid another 
World War. 

In the British, French, and American zones, the 50 mil- 
lion people who comprise Western Germany must for their 
moral salvation be allowed to participate ultimately in the 
economic alliance of Western Europe to help the latter to 
achieve material salvation. 

It is an iron law of Western European economics that, 
fully to restore France and Belgium and the United King- 
dom and the other sixteen ERP nations, they must be able 
to draw on the industrial heart-land of Germany, notably 
the Ruhr, as a feeder of such supplies as coal and iron and 
steel and chemicals. 

There are two key points about United States policy in 
Western Germany: 

(1) Who is to control the economy and by what means 

and agencies? 

(2) What limits must be placed on that economy to 
avoid any renewal of Germany’s war-making poten- 
tial? 

Everybody agrees that Germany must be deprived of her 
ability to wage war. The Morgenthau Plan, which aimed at 
turning Germany into a land of farms and forests, would 
have created a rural slum, a constant mendicancy that 
would have impeded the recovery of other European na- 
tions in the West. 

The United States General Staff suggested that the indus- 
trial rebirth of Germany be surrounded by safeguards such 
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as the obliteration of facilities for making aircraft, sub- 
marines, and tanks along with others used to forge imple- 
ments of war and that a resurgence of German military 
strength be further avoided by a fifty-year inspection and 
control system under the supervision of America, Britain, 
and France. 

What must be kept in mind, however, is Germany’s sly- 
ness and adroitness in building up in the twenties a terrify- 
ingly efficient Wehrmacht and a disciplined armament 
industry which was the twin of the General Staff. 

If Germany is to be rebuilt as an industrial power but 
stripped of war-waging potentials, no mere system of mili- 
tary and G-2 inspection and control could cover and avert 
the perils of a shadowy rearming. For that purpose, only 
one really effective method exists, and that is to have Amer- 
ican, British, and French industrialists and technicians 
take over the direction of the German economy from top 
to bottom. This means actual day-by-day administration 
of all German production. It means on-the-scene, as against 
long-distance, planning of process and profits and rigorous 
supervision of where the raw materials come from and 
where the finished product goes, and to whom and for what. 

The Germans are hard working, ingenious, and produc- 
tive. There is no reason why Germany’s manpower re- 
sources should not be utilized to the full extent; the 
problem is to turn a present liability into a working asset. 

No person of old or middle age in Germany can or should 
be trusted with his destiny or with ours. The instruments 
with which wars are made are far too dangerous to take a 
chance on the regeneration of a new Prussian Junker ele- 
ment and industrial landlordism of the kind that was re- 
sponsible for two world wars. Roughly speaking, all 
Germans who were sixteen years old in 1944 have to be 
considered infected by the Nazi ideology, but those under 
sixteen bear no responsibility, and with them we ought to 
build a new Germany. During the next twenty-five years, 


170 PEACE BY INVESTMENT 


we cannot entirely entrust the new Germany to the hands 
of the Germans themselves. This means that the United 
States and her Western associates must stay in Germany for 
the next quarter of a century. We are in for a constructive 
trusteeship of Western Germany until at least 1974. After 
that, we should be reasonably certain that Germany can be 
trusted to live with us as a civilized Western nation and is 
no longer the breeding ground of barbarism. 

We must, by demonstrations on the spot, by precept, 
example, and living together with the Germans during the 
twenty-five-year period of rebuilding Germany and re- 
creating her, show them the kind of people that we expect 
them to be. 

This means the creation of a new group of United States 
managers who live in Germany and have their jobs as 
lifetime careers. We in this country may as well make up 
our minds that to carry out this task thousands of United 
States executives and experts will have to make their homes 
in Germany. In this respect, it may be necessary for us to 
change current laws which demand that a United States 
citizen who resides abroad for five years forfeits his citizen- 
ship unless he returns to this country periodically to renew 
it. We may even have to go so far in altering present statutes 
as to provide for a dual citizenship to enable Americans in 
charge of German industry and agriculture to have both an 
economic and a political stake in Germany’s future. 

Such controls should be more effective than the army of 
occupation in the Rhineland after World War I or our 
military government with its only too few civilian experts. 
The example of American missionaries must play a major 
part in the re-education of the German people. 

It has been said that those who cannot afford to buy must 
beg, borrow, or steal. After World War I, Germany, no — 
longer able to buy, first turned to begging, depending on 
such relief as was forthcoming from American Quakers, 
for example. Then, as long as Allied, and especially Amer- 
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ican, credits were available, Germany borrowed and began 
to prosper again. But, when these credits stopped in the 
late twenties (see page 15), the Nazis gained power, and 
Germany began to steal. 

Germany is now back at the begging stage. We can help 
her progress to borrowing. If Germany receives sufficient 
long-term, large-scale constructive credits, she will never 
again relapse into stealing but will be able to buy and be- 
come a good customer and a good nation. 

We may have to set up a German variant of the Recon- 
struction Finance Corporation to function alongside of a 
German Peace Production Board. Or, again, we may have 
to establish American syndicates which for the first ten or 
fifteen years ~vould largely underwrite both existing and 
new enterprises along the lines that the Federal reserve 
banks underwrote industrial loans, up to 75 percent of the 
total, during the depression. 

But all these are questions of mechanics. They assume 
that America, Britain, and France will unify Western Ger- 
many, under tripartite supervision, internationalize the 
Ruhr, and allocate German output under a system of prior- 
ities that would put first things first in the regeneration of 
Western Europe’s economy. 

In so far as possible, this course should be pursued on the 
basis of private management and control, subject to such 
governmental guidance as will prevent inflation, foster 
high production, and promote concord among the three 
interlocking powers. 

Success in this venture could best be insured if the Amer- 
ican public, together with people in France, Belgium, and 
Germany, were invited to participate in the financing of 
industry not only in the Ruhr area but also in the proposed 
Western state of Germany. 

Moreover, to energize the German economy and to hold 
out incentives to those charged with putting it back on its 
feet and with having it stride forward again, German 
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industry should be decartelized into competitive units of 
small and medium size. The rigidity of “Schachtism” with 
its elaborate and minute rules on wages, prices, taxes, and 
the like should be gradually discarded for the operations of 
the free market. 

However, this approach should hardly entail the indis- 
criminate breaking up of huge industrial structures that by 
nature need to be large-scale in design and integrated in 
operation. Tractors cannot be made in quantity in a repair 
shop. To pulverize vast organizations merely to put behind 
us the satan of the cartel is often to mistake the word for 
an industrial organism that has its own logical and legiti- 
mate laws of growth and being. It is idle to attack bigness 
for its own sake; the question is what is done with that 
bigness. To be sure, the cartel in Germany, particularly 
from 1933, was more than an economic monopoly that 
fixed prices, allotted trade territories, curtailed production, 
and concentrated profits at home and abroad. It was a spe- 
cial monster, a synthesis of the political (the Nazi state 
apparatus), the military (Prussian Junkers and warlords), 
and the industrial (I. G. Farben, Krupp, Thyssen). The 
cartel as associated with Hitlerism has properly become a 
hated symbol. Yet the cartel as a medium of an integrated 
procedure of production, as well as a medium for the global 
coordination of materials and commodities, can be trans- 
formed into a beneficial rather than an injurious instru- 
mentality. 

The one valid criterion in all cases should be all-out 
productivity. Titles of ownership as well as size should both 
be subordinate to this goal. Flexibility has to be the watch- 
word of the transition period. For some time, Germany will 
in part reflect the techniques of competitive enterprise, in 
part of semisocialism, both under foreign direction. More- 
over, since the German economy was for fifteen years over- 
expanded and overbuilt for the single purpose of military 
might, a first step has to be to change the entire im- 


DRAY HORSE OR DRAGON? 173 


petus toward a consumer goods economy which can foster 
higher living standards as the preface to any democratic 
progress in Germany. 

Lord Pakenham who, as a member of the British Cabinet, 
formerly was administrator of Germany summarized the 
situation: “It is essential that German industry be restored. 
The answer to that is coal. But, at the bottom of that is 
food.” 

During the first two years of occupation, America and 
Britain together had to spend at least one billion dollars 
annually merely to maintain the German people at a sub- 
sistence level. In this connection, we must heed the warn- 
ing of an astute AMG official when he pointed out, ‘““Who 
gives Germany bread will earn hate, but who gives work 
will earn thanks.” 

On the whole, the Germans are getting about 69 percent 
as much food as before the outbreak of war in 1939. The 
result is that coal miners, for example, were able in 1949 
to dig about 69 percent (283,000 tons daily) of the 1939 
(425,000 tons daily) production standard. Similar lack in 
nutrition not only cuts down output in every sphere but 
also keeps alive the attitudes of sullen resentment. 

Since man lives best in the future, bleak prospects for the 
average German further diminish the will to work and 
replace it with fantasies of revenge against the conquerors. 
Germany, indeed, has become so weakened in body and 
spirit that she is in the position of a sick person who, be- 
cause of medical blunders, is tube-fed enough to keep alive 
but not enough to recover. 

Yet, it is an axiom of Western European economics that 
Germany is either an active industrial force or that sur- 
rounding nations are penalized by her passivity. After all, 
prewar Germany, as large as Texas, was the second greatest 
industrial country in the world. In 1938, for example, she 
absorbed 20 percent of Danish exports, 18 percent of the 
Swedish, and 15 percent of the Norwegian and the Dutch. 
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She was a primary customer for French bauxite, Spanish 
pyrites, Italian sulphur, Polish zinc, and Algerian phos- 
phates. She was the mainstay of Greek and Turkish export 
markets for fruit, tobacco, and ornamental wares. 

In exchange, Germany furnished both Western and East- 
ern Europe with a substantial proportion of their manu- 
factured goods. In 1938, for example, Hungary imported 
67 percent of all fabricated items from Germany. To keep 
her prostrate and gasping from day to day would be on the 
part of the Allies an exhibition of the stupidity of cutting 
off one’s nose to spite one’s face. 

The world is interested in a revival of German foreign 
trade. European countries, in particular, need her exports 
and want to regain Germany as a solvent customer. 

American economic health depends upon the economic 
recovery of all of Europe. As no European country is self- 
sufficient, the United States is interested in stimulating free, 
multilateral European trade. Experts warn that Europe asa 
whole cannot recover without the economic recovery of 
Germany. German heavy industry is “Europe’s first neces- 
sity for recovery . . . Wecan keep Germany in . . . eco- 
nomic chains, but it will keep Europe in rags. Functioning 
Germany is essential to the economic recovery of Europe 

. . the choice is a poverty-stricken Europe or a self- 
supporting Germany,” says W. Averell Harriman, ECA’s 
roving ambassador. 

Food and fuel are the immediate answers to the question 
of Germany’s revival. Even before World War II, Germany 
had to import about 16 percent of her food supply. While 
her sandbox soil can yield, with the aid of intensive and 
artificial fertilization, such crops as rye and potatoes, im- 
ported foodstuffs had to balance the national diet. More- 
over, under the Potsdam Agreement, her granaries in East — 
Prussia, Silesia, and in sections of Pomerania and Branden- 
burg have been annexed by Poland and Russia. It was 
assumed that Western Germany could raise around 60 per- 
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cent of her food by the spring of 1947 and 70 percent in 
1948. For lack of seeds, fertilizer, tractors, and initiative, 
actually less than 36 percent was produced in 1947 and 
less than 42 percent in 1948. German farmers turned sullen 
and obstinate and concealed most of their meat, selling the 
rest through the black market. From V-E Day to the upturn 
in 1949, rations were meager and deficient in both caloric 
and vitamin content—thus the average worker earned 
enough in twelve days to buy all the food he was allowed 
together with clothes and other necessities. With little nu- 
triment available to replenish their energy, they hoarded 
it, expending it grudgingly at their tasks. 

To avoid reversion to a home-relief type of economy, 
Germany must be permitted to stage an industrial come- 
back of the first dimension. She must be assisted to manu- 
facture goods which in turn can be used to pay for her 
necessary food imports. But her restoration as a manufac- 
turing center depends upon her coal production. Her entire 
industry, both heavy and light, and much of her trade have 
been for two generations geared to regular and abundant 
coal for stoking steel furnaces, for supplying the power for 
railroads, as well as for electric plants. While the mining 
installations were not too badly damaged by bombing or 
artillery fire, the process of getting coal out of the ground 
has been handicapped not only by the discontents of the 
miners but also by administrative chaos on the part of 
Allied occupation authorities. 

Hence, a first imperative, for the United States particu- 
larly, is to introduce some practical business sense into coal 
extraction and distribution. That same business sense must 
also be applied to encourage and quicken German produc- 
tion of ceramics, glass, footwear, furniture, textiles, potash, 
paper, and other commodities in her light-industry group. 
At the same time, current restrictions must be lifted on 
such heavy-industry products as machine tools, tractors, 


176 PEACE BY INVESTMENT 


ball bearings, cement, magnesium, synthetic gasoline, rub- 
ber, and others on the list prescribed as furnishing military 
potentials. For it is idle to expect that the German economy 
can survive by drawing on its own light industry and agri- 
culture alone. It must be brought back to full strength 
under the most minute and expert supervision and policing. 

The six power pact for ruling the industries of the Ruhr 
set up on December 28, 1948, would seem to be a workable 
solution. Under the terms of this agreement, the United 
States, Britain, France, Belgium, Holland, and Luxemburg 
set up an administrative agency that can successfully run 
the Ruhr and develop her business and industry in accord- 
ance with free enterprise principles. 

Political realism surely supports this course of action. 
At the moment, the part of Germany occupied by Russia 
must be written off as contributing neither to the recon- 
struction of Western Europe nor to that of the world at 
large. It will be exploited exclusively to serve Russia’s own 
ambitions, economic, territorial, and military. We must for 
our own protection see to it that Western Germany is built 
into a strong, dynamic bulwark against Russian aggran- 
dizements in any form. In this connection, we agree with 
the statement made by Mr. Lewis H. Brown, chairman of 
the board of the Johns-Manville Corporation, after conduct- 
ing an economic survey of Germany for General Lucius 
D. Clay, then United States Military Governor: 

‘Either we must withdraw entirely from the world scene, 
and let the Communist elements sweep over the rest of the 
world while we depend upon our strength to protect our 
own continent from invasion . . . or we must undertake 
to back the Marshall Plan and our foreign policy with as 
vigorous an organization as we used to win World War II.” 

“We must build an integrated organization,” he con- 
tinued, “for cooperation with our Allies just as we built an 
integrated organization with Great Britain and France for 
the invasion of Western Europe . . .” 
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‘At the same time,” he warned, “we must be very prac- 
tical and realistic, making sure that our objective is not 
dissipated by people with social service worker minds who 
believe that merely spending money accomplishes the kind 
of objectives that are necessary in this kind of an economic 
war {italics ours].” * 

Naturally, if Russia should change her mind and agree 
to put into effect the program implicit in the Potsdam 
Agreement, all of the foregoing proposals should include 
Eastern Germany and incorporate it like Western Germany 
into the over-all plan for Western Europe’s revival. 

It must be stressed that, in coping with Western Ger- 
many, the psychology of our conduct is quite as important 
as the efficacy of our economic planning. 

While we can legitimately regard the skills and applica- 
tion of German labor as war booty, there is no need to keep 
millions of industrious workers in a state of constant fear 
of punitive action. There should be a definite terminal 
point. Once all the leading Nazis have been brought to 
trial, a general amnesty should be declared. But no proved 
Nazi leader should ever be free from prosecution or sus- 
picion. 

There is a very pragmatic consideration which under- 
lines the wisdom of humane treatment. People can work 
with the extra efficiency of enthusiasm only when rewards 
or incentives hold forth the promise that their efforts will 
be appreciated and recognized in one form or another. The 
economic redemption of Western Germany is therefore 
inseparable from our moral readiness to hold out a helping 
hand and to guide her people toward democracy and peace. 

Disagreement among the Allies, particularly among the 
Russians and the Western powers, on Germany’s future has 
retarded the investment of foreign funds in Germany. 
While the Russians formed some monopolistic state trusts 
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in their zone of occupation, no foreign investments were 
permitted in the British and American zones. American 
officials suggested a moratorium on foreign investments 
until the Allies should agree upon the creation of a central 
German government. They believed that only such central 
authority would be in a position to supervise financial 
dealings. 

It took until the middle of 1947 to develop a pattern for 
financing German textile trade with the Allies. By estab- 
lishing a 20-million-dollar “cotton bank,” 19 million to be 
contributed by the Export-Import Bank and 1 million by 
American cotton shippers, it was hoped to set in motion a 
194-million-dollar textile-export program for Western Ger- 
many. 

As a concrete start in the direction outlined in this chap- 
ter, the United States should initiate a special “free 
enterprise” fund, ranging anywhere from 5 to 20 billion 
dollars. This sum should be used as seedbed capital to be 
drawn on by individual entrepreneurs from France, Eng- 
land, and America who want to invest their own savings 
and aptitudes in Germany’s economic future. It would, of 
course, be necessary to screen such people for competence 
and background; they would have to demonstrate capacity 
for business success before an appropriate board of review. 
It would be a heartening illustration of the international 
applicability of the free enterprise idea to harness the drive 
of ambitious French, American, and British businessmen to 
the task of building up the German economy. Any such 
aspirant should be asked to put up at least a portion of the 
capital involved in starting his business and to borrow 
from the fund the remaining balance to be amortized over 
a twenty-five-year period. 

Special provisions should be made for veterans without 
previous business experience. It would be a good thing if 
the men and women who fought in the last war had an 
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opportunity to build their fortunes in Germany by rebuild- 
ing the peace after having won the victory. Private invest- 
ment houses, here and abroad, might profitably ponder the 
advantages of participating in such special fund under- 
takings. 

Over and above such credits to dramatize the validity of 
the free enterprise principle, our working formula suggests 
that Western Germany, with 50 million people, should re- 
ceive long-term credits of around 40 billion dollars to be 
utilized within the next fifty years and repaid within the 
next one hundred years. If we do our job properly, Ger- 
many and the United States should have a most valuable 
and profitable relationship in the field of business. 

The Germans are not bad but mad; and they have in- 
dustrial genius and a passion for work. If we have faith in 
our philosophy and ideology, we need not despair that the 
Germans cannot be re-educated. A new German genera- 
tion free of Hitler’s grasp could develop into decent human 
_ beings. 

As part of the pay-back process, we may again admit 
into the United States German workers who in the past 
have done so much to make the United States what she is. 
The immigrants into the United States from Germany in 
1848 and in the latter part of the last century made a 
vital contribution to the amalgam known as an American. 
Innumerable Americans of German ancestry are good 
Americans and true representatives of the democratic way 
of life. If we do not rehabilitate the Germans, we shall 
force them into the communist camp. 

America and the rest of the world are waiting to see 
what the Adenauer Government in West Germany will 
do to foster democracy and are hoping that democratic 
faith will supersede the vestigial remains of that national- 
ist Germanism which, since 1870, has caused three dread- 
ful wars. 
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Of necessity, the attempt in the eastern zone to transform 
the German people into puppets of the Kremlin will be a 
test of whether or not a people subjected to one form of 
totalitarianism, namely Nazism, have been immunized by 
this process against the infections of another kind of totali- 
tarlianism, namely communism. 


X 


Greece: The New Thermopylae 


GREECE HAS BECOME a microcosmic arena for the political 
tug of war between the United States and the USSR. Hence, 
we continue to pour military aid and skill into the battle 
for Greece being waged between the de jure government 
and Communist guerrillas supported by Russia and her 
satellites. 

But to really win in Greece, we must do more than dis- 
patch military aid. We must lay the economic cornerstone 
for a new Greece. Without our assistance and leadership, 
without our know-how, Greece will fall victim to the pros- 
elytizing of Communist agents who operate not only in the 
hills but also among the masses in Athens. 

In addition to military aid, we must lay the foundation 
stones for a new Greece. The moral fiber of the Greeks is 
as strong as any people’s could be in spite of their finan- 
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cial weaknesses. By financial and industrial aid, ultimate 
victory for world peace can be assured in Greece as else- 
where if we accept the obligations of the economic leader- 
ship we must give her. 

While Greece has the most advanced and diversified eco- 
nomic structure of all the Balkan nations, she shares their 
traditional plague, poverty. Like Rumania and Bulgaria and 
Yugoslavia and Albania, Greece is industrially retarded 
to an almost unbelievable extent as compared to the na- 
tions of Western Europe. Even her agriculture belongs 
more to the Age of Pericles than to the middle of the twen- 
tieth century. 

For nearly 2,000 years, Greece has been a ghost town in 
the form of a nation. She is haunted by the ghosts of a great 
past and handicapped by the disintegration and decay of 
soil, of nutrition, and of the economic arts in general. When 
the United States under the Truman Doctrine intervened 
in Greece, she did so primarily for reasons of military se- 
curity. We frankly took over the British legacy of control- 
ling the Mediterranean, for Greece’s strategic importance 
is simply this: She offers a base for dominating the Dar- 
danelles and at the same time outflanks Turkey and Italy. 
Necessarily, from the standpoint of United States military 
security, Greece and Turkey counterbalance and supple- 
ment each other. 

So far as Greece is concerned, military security is already 
interlinked with genuine efforts under the ECA to assist 
the Greek people to raise their living standards and other- 
wise to help them to benefit from industrial progress as it 
can be exported from the United States. But the pace is too 
slow, and the amount of aid too inadequate in the light of 
the desperate need. 

Greece is only about 50,000 square miles around, the 
size of New York State. Only 23 percent of her soil can be 
cultivated. Indeed, the arable land, per unit of population, 
is smaller only in the deserts of Arabia. About 27 percent 
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of Greek acreage consists of scraggy pine forests and of 
grazing fields with sparse, stubby grass for sheep and goats. 
The rest is merely arid mountain where the gods once 
dwelled. 

The average annual income per employed person in 
Greece from 1925 to 1934 was $397 as against $1,381 in 
the United States. This incredibly low living standard was 
lowered still another 70 percent as a result of war and the 
German occupation. The millions spent on relief after 
World War II was money down the drain, since it hardly 
appeased hunger and lacked the constructive, long-term 
effect of funds invested in capital goods. Greece supremely 
represents the futility of giving money for purposes of re- 
lief alone without the use of corresponding sums to build 
up the economy of the receiving country. The results of 
this are not only economic. They are psychological, so that 
early in 1947, despair and lethargy were twin stanzas in 
the tragic ode of the Greek people. The war in Greece in- 
tensified her misery to an incalculable extent. Malnutri- 
tion was rampant by early 1947. At the same time, some 
two and a half million persons (or 35 percent of the popu- 
lation) were afflicted with tuberculosis, typhus, or malaria. 
Eighty-five percent of the Greek children has a tubercu- 
lar potential. The Axis destruction left over one million 
Greeks, or one sixth of the population, without homes; 
while 15,000 tradesmen had lost their stores, 5,000 schools 
were in ruins, and 1,400 villages had been burned. Of pre- 
war Greece’s 16 million acres of timber, 13 million acres 
now stand; about one fifth had been hacked away by the 
Axis before 1945. The Axis army similarly had appro- 
priated virtually all livestock, poultry, and draft animals. 
Since more than 50 percent of the people in Greece are 
engaged in agriculture, the effects of the war on farming 
were particularly disastrous. 

Even before the Nazi occupation, the cereal yield per 
acre was one of the lowest in the world, namely, 575 
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pounds—a yield almost as low as that in India. The only 
reasonably ample or profitable crops were such special 
products as wine, olives, currants, and tobacco. Hence, 
Greece, although largely an agricultural nation, has had 
to import some 45 percent of her annual wheat require- 
ments, 100 percent of her sugar, 40 percent of her meat, 
30 percent of her fish, and 27 percent of her peas and beans. 

This low state of Greek agriculture was not only aggra- 
vated by the plunderings of the Axis armies of occupa- 
tion but also by the civil war terrorism outside the larger 
cities which drove many of the peasants to seek safety and 
sanctuary in the hills. 

Over and above this acute political problem, it is obvious 
that new methods and an infinite amount of agricultural 
research are necessary to bring Greek agriculture up to 
something like modern standards. At the same time, indus- 
try in Greece, as in Italy, will have to be developed to take 
at least 20 percent of the population away from the farm 
and into the factory. Indeed, the application of scientific 
methods of agriculture, together with industrial growth, 
could cut the farm population from its present 60 percent 
to around 40 percent of the total. An increase in industrial 
production could decrease the overcrowding of the land. 

There is certainly hope that Greece can adopt the tech- 
niques of today’s industry, since before the war, Greece 
was the most industrialized nation in the Balkans, produc- 
ing some textiles, chemicals, building products, paper, 
leather, and metal wares, although most of her raw ma- 
terials had to be imported. Greece’s industry, after the 
liberation, has only partially recovered from the blows 
dealt to it by Axis destruction. Yet under the circumstances, 
this was quite phenomenal. It was producing at the rate of 
50 percent of a living standard which was never sufficient 
in the first place. However, there is no question but that, 
within two or three decades, the per capita output of Greece 
could easily be tripled. After the first World War, for 
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example, many new industries were started in Greece pro- 
viding employment for the greatly increased urban popu- 
lation. As a matter of fact, between 1928 and 1939 the 
index number of industrial activity went up by 79 percent. 
If the Greeks could do it before, they can do it again. As 
a first step toward Greece’s economic recovery, simple vil- 
lage industries must be developed to mix feed and fertilizer, 
to process cheese, to press oil, to pack the wine, to do wood- 
working and spinning and weaving, and to produce lignite 
briquets to supplant the general use of manure as a fuel. 

As incredible as it may seem to most Americans, the 
machinery investment per capita for the Greek population 
is around 60 cents as compared to $1,000 for the United 
States. The Greeks, like the Italians, never had an oppor- 
tunity to accumulate sufficient savings which would pro- 
vide capital for up-to-date industrial plants. Hence, the 
Greek problem is not only a problem of military security 
for us but also one of internal economic security for the 
population. This, in turn, will guarantee to us the mili- 
tary protection we are seeking. 

What we must first do, therefore, is to wipe out the 
all-pervasive political and economic insecurity which op- 
presses the Greek people and keeps them in a state of con- 
tinuing apathy and hopelessness. We know that this task 
can be done. In the first place, Greece possesses a large 
variety of mineral deposits which remain virtually un- 
tapped—chrome, iron, lead, bauxite, and the famous emery 
of Naxos. She has chromium, nickel, and the richest de- 
posits of magnesite or white stone in the world. She has 
tin, asbestos, mercury, and sulphur. Also, she has zinc, 
arsenic, silver, and gold and has deposits of talc and graph- 
ite. While all these minerals remain unexploited, the 
country’s least exploited resource is water. A Greek TVA 
would protect the land against flood and reclaim fertile 
acres from lakes, swamps, and so on. There is capital- 
investment need of at least 1.5 billion dollars to develop 
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hydroelectric power which could transform Greece into a 
new kind of civilization. In fact, it would lay the basis for 
a very substantial increase in the population itself, which 
has been virtually decimated by trials and tribulations in 
che past thirty-five to forty years. To irrigate areas now 
arid would restore an additional 26 percent of the land 
of Greece to tillage, to the raising of livestock, and to dairy- 
ing, doubling what is now the agricultural output of 
Greece. Certainly the development of hydroelectric power, 
in which Greece is potentially rich, is a first step not only 
to insure a more favorable condition for industrial output 
but also to promote the health and education of the Greek 
population in both rural and urban areas. In the second 
place, Greece, like parts of Palestine which the Jews have 
made into a garden, was verdant centuries ago. Money and 
manpower can change the present into this past. With in- 
dustrialization, Greece could begin to overcome manpower 
shortages by means of machine power and machine tools. 

Any such program of hydroelectric expansion holds out 
high promise for American industrialists and exporters. It 
could create a sharply expanding and long-term market for 
heavy electrical and other industrial machinery and capi- 
tal goods made in the United States. If we applied our 
formula to Greece, it would assure us of continuous em- 
ployment for an additional 150,000 or 200,000 American 
factory workers for the next fifty years. 

Coal in the past was largely imported from Germany. 
Here, too, once the cycle of reconstruction gets under way, 
Greece might very well be fitted for a new reciprocity in 
trade between Greece and Germany. 

Just as the loss of Germany as supplier of coal has its 
ill effects on Greek industry, so the loss of Germany as 
buyer of Greek tobacco is endangering Greek exports. 

Tobacco holds first importance in Greece’s balance of 
trade. Before the war, it accounted for 50 percent of her 
total value of exports—compared to 18 percent for dried 
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fruits, 6 percent for wine, and 4 percent for minerals. Dur- 
ing the years 1935-1938, the export of tobacco, averaging 
4,000 million drachmas (about 38 million dollars) per 
year, more than sufficed to cover the total value of food 
imports which averaged 3,500 million drachmas (over 30 
million dollars). 

Before the war, Germany was by far the biggest pur- 
chaser of Greek tobacco, taking more than 50 percent. One 
of the most serious problems which Greece faces is how 
to dispose of her tobacco. Moreover, during the war, an- 
other important customer, namely the United States, 
shifted methods of manufacturing cigarettes so as to re- 
quire less Oriental tobacco. Whereas United States produc- 
tion of cigarettes has doubled since 1938, the proportion 
of Oriental tobacco used is down from 11 percent to 5.7 
percent. 

The search for new markets and new customers is im- 
perative. The livelihood of some 100,000 tobacco growers 
in Macedonia and Thrace and some 40,000 skilled work- 
ers employed in the tobacco-processing industry of Kavalla 
and other large centers in the north is therefore threat- 
ened. 

Before the war, Europe, especially Germany and the 
satellite nations now in the Soviet bloc, took some 77 per- 
cent of Greece’s exports. With Germany a non-buyer and 
with the Soviet Union’s satellites purposely restricting pur- 
chases from any country friendly to the United States, 
Greece is hard up for new markets. Moreover, the situation 
was aggravated by the Greek inflation which sent her 
prices far above those of world market levels. Hence, by 
1946, Greek imports had dropped to 7 percent of the 1939 
standard, and exports had dropped to 2 percent of that 
standard. By early 1947, the disproportion—the fearsome 
unbalance—of Greece’s foreign trade had reached an in- 
tolerable stage. She exported less than 8 million dollars 
worth of goods and imported only about $316,000 worth 
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of goods. In 1948 and during the first half of 1949, the 
picture did not substantially improve. Moreover, black 
markets and corruption in high places persist almost to the 
same extent as during the immediate postwar period when 
vast quantities of luxury items were brought in and neces- 
sities were blocked out. 

Now, as before, in mule and buggy Athens, politicians 
and bureaucrats and profiteers import high-priced, custom- 
built automobiles for themselves and their mistresses while 
beggars fall dead from hunger in the streets. Shop windows 
display cosmetics, radios, wrist watches, French perfumes, 
and fountain pens—but not enough bread and less meat. 
Our proposed program could foster and stimulate a multi- 
lateral trade of Greek tobacco to South America, fruit from 
South America to Greece, minerals from Greece to the 
United States, and machinery and tourists from the United 
States to Greece. ; 

The American demand, that the current Greek Govern- 
ment establish a new importing system under which the 
needs of the people will be considered with at least as much 
zeal as the fleshly pleasures of Greece’s new plutocracy, is 
certainly a step in the right direction. Similar moves in 
the right direction are the American-inspired repair of 800 
miles of railways (whose trackage had been brought down 
to less than 200 miles as a result of the war), the rebuild- 
ing of bridges, and the restoration of coastal shipping and 
highways. Back of United States attempts to revive the 
Greek economy is the conviction that transportation is the 
handmaid of agriculture and industry and often the fore- 
runner to their successful development. The Greeks have 
shown themselves particularly able in their maritime in- 
dustry. The same essential resourcefulness can be relied 
upon in other fields of endeavor when properly imple- 
mented under United States auspices. Greece is a good 
place for free enterprise because she is a land of small 

. businesses. 
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Naturally, the tremendous destruction wrought in 
Greece by the enemy invaders deprived her of a historic 
source of income, namely, “tourism.” Not only were roads 
and highways impassable, but hotels and resort centers 
were destroyed. Hence, another first move by the Greek 
Government must be to revive the tourist trade by rehabili- 
tation not only of railways and ports and roads but also 
of hostels, small and large. 

Above all, American emissaries are insisting that the 
Government awaken itself from its indifference to the 
high-soaring living costs which in 1948 had food prices 
380,000 times higher than they were in 1938. The Gov- 
ernment will have to reduce the exchange value of the 
drachma even though today the entire currency in circu- 
lation in Greece has a value of some 75 million dollars, 
particularly since the Axis armies looted all the working 
capital of the country, burning currency notes and bank 
deposits in a final act of vengeance. 

Since the end of the war, funds have been poured into 
Greece by the United States and British Governments to 
the extent of more than a billion and a quarter dollars. 
Britain spent 156 million dollars on the Greek army and 
the drachma. She waived repayment of 192 million of 
Greece’s wartime debt, granted a postwar stabilization 
loan of 40 million, and then made it a gift. She also made 
available a surplus-property credit of 4 million. The 
United States provided in the post-liberation period 171.5 
million through lend-lease, surplus property, the Export- 
Import Bank, the Maritime Commission, and nearly 180 
million dollars from ECA. 

Estimates of total funds required vary greatly. A five- 
year plan to redress Greek economy was adopted by the 
Economic and Social Council of the United Nations and 
subsequently approved by the General Assembly. It calls 
for expenditures exceeding $1,200,000,000, of which $600,- 
000,000 must be supplied from abroad. The British par- 
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liamentary delegation which visited Greece in the summer 
of 1946 estimated the cost of repairing war damage alone’ 
at from $1,4.00,000,000 to $4,000,000,000. Some American 
observers put the cost of rehabilitation at less than $500,- 
000,000 to be spread over a five-year period—although 
this figure does not include the cost of all the recon- 
struction necessitated by war damage. This is not all loss. 
It means profits in peace and prosperity for both. Over 
the long run, it means substantial repayment. 

Beyond the mere rehabilitation of her economy, Greece 
must develop her wealth-producing resources, in short, in- 
crease her productivity to raise standards of living and the 
consuming power of the Greek people. The Greek Min- 
istry of Public Works estimated the total cost of such de- 
velopments at somewhat over 200 million dollars. Un- 
doubtedly, it will be a far more costly operation to raise 
the annual per capita income of the employed Greek from 
the prewar level of less than $400 to, say, $1,000. 

This raise in income would not be difficult if, as a result 
of the improved business and financial condition of the 
country, activity began and people could look forward to 
rebirth rather than backward to despair. We do not agree 
with some of the American experts who say Greece will 
require only 70 million dollars a year for the next decade. 
Greece in the last three years has already taken hundreds 
of millions for non-constructive purposes and will require 
several hundred million a year for profitable investment. 
The Greeks are an excellent risk—in fact, no risk at all 
but an excellent investment. 

According to our working formula of a long-term invest- 
ment goal of $1,000 per inhabitant, Greece would be en- 
titled to draw 7 billion dollars in a fifty-year period, 
repayable within one hundred years. The Greeks are 
thrifty and industrious people, and there is no doubt that 
they would be able to repay the credit if they used it under 
proper conditions. 
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The total amounts required for Greek economic regen- 
eration presumably exceed 7 billion dollars. But once 
credits begin to flow, they will create indigenous capital. 
In addition, initial American credits will revive the con- 
fidence of Greek investors abroad whose funds worked to 
the benefit of Greek economy after World War I. 

Whatever the amount required from the United States, 
in order to make our help effective, United States officials 
must be in a position to determine whether or not our as- 
sistance is utilized effectively. Aside from American busi- 
nessmen, representatives of the American press and radio 
must be able to observe freely and report fully on the use 
to which our assistance is put. 

Of course, our purpose is to encourage American private 
enterprise to assume the job of developing Greece. 

Paul Porter, chief of the 1947 American economic mis- 
sion to Greece, demanded that an American recovery 
mission be given veto powers and that American and other 
foreign technicians be installed at key posts in the Greek 
government to keep tabs on day-to-day operations. Harold 
E. Stassen, upon his return from a European tour, uttered 
similar warnings, ‘Unless the aid to Greece is very care- 
fully supervised for the benefit of the people of Greece I 
believe it will be largely wasted, dissipated and diverted.” 

The Greek Government has agreed to have American 
experts watch with hawk eyes where every dollar goes. 

A supervisory and participating board of American in- 
dustrialists could immeasurably quicken Greek economic 
recovery. To enforce loan terms, special court or arbitra- 
tion machinery may have to be set up with American 
judges. An investment on the scale suggested deserves 
effective safeguards. 

Our help must be more than financial. To restore eco- 
nomic order Greece needs capable, conscientious men to 
give the necessary assistance in almost every field of ac- 
tivity and business enterprise. Our experts must aid in such 
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tasks as overhauling the Greek taxation system as well as 
in correcting the abuses of Government-granted monopo- 
lies. Greece urgently needs the guidance of American ex- 
perts in agronomy, agricultural machinery, road and 
bridge construction, traffic, trade, currency, budget, taxa- 
tions, public health, and general administration. 

Cyrus L. Sulzberger of the New York Times aptly de- 
scribed the political climate of Greece in which our emis- 
saries will have to work. Modern Athens is only as old as 
Chicago. Ancient Greek democracy was submerged under 
Asiatic despotism for centuries. Since her liberation from 
this reign, Greece has not had stable and continuous rule 
but rather a succession of monarchs, republics, and dic- 
tators. More recently, the Nazis deliberately encouraged 
civil war between Greek right and left. “The fruit of these 
evil seeds watered by disunity among Russia and the West- 
ern Allies, grew well in the economic jungle that war and 
disease produced.” 

Greece is at the present moment a military bastion for 
us. We can repatriate, with our program, hundreds of mil- 
lions of Greek capital which is invested in other parts of 
the world because of the uncertainty in Greece herself. In 
fact, this is true of most countries in Europe. A good part of 
their liquid capital has been transferred to other places 
because of the unstable conditions in their own countries. 

Greece can sound a clear, strong democratic note amid 
the discord of the Balkans. We must make Greece our fron- 
tier in the Balkans and in the Middle East. Greece can be 
a small but vital economic wedge into Bulgaria, Rumania, 
Hungary, Yugoslavia, and even into Russia herself. 


XI 


Turkey: The Politics of Anxiety 


TURKEY MUST COMPLEMENT what we are doing in Greece 
and planning for Greece. In order for her to serve as an 
additional bastion in the Middle East and the Balkans for 
our democratic ideology and our peaceful purposes, 
Turkey must become strong both industrially and mili- 
tarily. 

It has been proved time and again that no nation weak 
economically can win a war. It is especially desirable for 
us in any possible future war with a Communist tyranny 
that Turkey be our dagger point at the underbelly of the 
enemy who may seek to destroy us. The will of the Turks 
to stand by us, and with us, literally in front of us, must 
be reenforced by our demonstration to give them the 
wherewithal to insure both economic and military 
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Historically, Turkey has from time to time requested 
American aid as the first concrete step toward effective 
industrialization. The Hines survey of Turkish economic 
resources conducted soon after World War I together with 
similar investigations undertaken at the request of the 
Turkish Government merely reflect the high regard in 
which American know-how and efficiency are held. 

American observers have pointed out that in the contest 
for Turkey’s allegiance during World War II the decisive 
factor was the intense admiration for American industrial 
power on the part of key personnel in government and 
business throughout Turkey. 

If Greece is an economic jungle, Turkey, by comparison, 
is an economic garden relatively well planted and well 
cared for. While still backward industrially, the Turkish 
economy is incomparably healthier than that of Greece. 
The contrasts between the two nations are particularly 
sharp in agriculture, which remains Turkey’s primary 
source of livelihood. Eighty-five percent of her people live 
on the land and produce cereals, nuts, figs and other fruits, 
tobacco, and gums. But while Greek agriculture is still 
primitive, Turkey has moved ahead in a modernization 
program which, in the past ten years, has increased her 
output of basic foods more than 112 percent by replacing 
traditional peasant methods with the methods of progres- 
sive agrarian systems. 

At the moment, Turkey is turning toward a similar 
modernization in industry that will enable her to exploit 
such mineral resources as manganese, copper, asphalt, 
meerschaum, lignite, and salt as well as her forests which 
cover 10 percent of the country. Already Turkey has made 
considerable headway in establishing steel, paper, and 
flour mills, canneries, tanneries, refineries for sugar and 
olive oil, and factories for manufacturing glass, soap, Cello- 
phane, and cement. However, the very celerity of Turkey’s 
industrial growth has outstripped the amount of capital 
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available. Hence, the Government had to take the lead in 
investing in Turkey’s industrial plant. The result is a 
public ownership of the big, basic industries, which, how- 
ever, in their day-by-day operations reflect the essential 
individualism of a peasant psychology. 

At the moment, the Government with American advice 
is seeking to restore the loss of European, especially Ger- 
man, markets. By 1939, for example, Germany was taking 
40 percent of Turkey’s exports and supplying 50 percent of 
her imports. It was the deliberate plan of the German Gov- 
ernment to tie Turkey to her economically by paying 
something above world prices for Turkey’s agricultural ex- 
ports on the one hand, while charging Turkey inflated 
prices for German industrial goods on the other. The 
distortion of the Turkish price level which inevitably en- 
sued bound Turkey’s foreign trade to Germany with hoops 
of steel. 

During the war, Turkey’s foreign trade flourished exces- 
sively because the Axis as well as the Allies purchased 
from her vast amounts of strategic minerals and other war 
material. Today, Turkey has to find new world markets 
and readjust her selling price levels. Since many nations 
have revived their own agricultural production, Turkey’s 
array of farm products can no longer be expected to fetch 
the fabulous sums which they commanded when Germany 
was paying through the nose to make Turkey a part of the 
Third Reich’s economic force or when nations engaged 
in the war were desperate for grain and other food supplies. 
Even so, Turkey has not done badly at all. The United 
States is still buying manganese from her. Britain is buying 
tobacco, and India is buying an increasing quantity of 
wheat. In turn, Turkey is purchasing merchant vessels 
from the United States and Norway, railroad equipment 
from Czechoslovakia, and textile machinery from the 
United Kingdom. 

Turkey, however, is under terrific pressure from Stalin 
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and therefore has troubles that run deeper than the expan- 
sion of her economy, which is being held back by the 
menace of Soviet aggression. She exemplifies both the poli- 
tics and economics of anxiety. Her entire economy, indeed, 
is being subverted to maintain the army, which is another 
example of the “ruinous results of fear” —as Anne O’Hare 
McCormick recently pointed out. The outcome of this fear 
is that Turkey’s 700,000-man army, more than three times 
the size of the peacetime army of the United States in 
1939, consists almost exclusively of farmers who now con- 
sume food rather than produce it. For lack of this man- 
power, grain has been rotting in the fields—the very grain 
which should have gone to feed hungry people, which 
would have brought back foreign exchange either in goods 
or money, which in turn could have improved Turkey’s 
own living standards. 

Contrary to a vague but popular belief, the American 
emergency grant of 100 million dollars to Turkey in 1947 
has had only the most round-about and peripheral effect 
upon Turkey’s economic development. 

The underlying aim of this loan was to relieve the ever- 
increasing pressure of military outlays upon the Turkish 
budget. While part of the money went to construct roads, 
which will have military and general economic value, the 
primary purpose remains martial. It is hoped that if the 
Turkish army is modernized—that is, if its equipment is 
mechanized—up to 175,000 farmers can be released from 
military service and returned to the land. Moreover, if 
United States intervention should achieve the ultimate goal 
of removing this omnipresent fear of Soviet aggrandize- 
ment, tens of thousands of men now in the army could go 
back not only to the fields but could be diverted into a new 
labor force which is urgently required by the pending ex- 
pansion of Turkish industry. 

Thus, Turkey will be able to help to satisfy Europe’s 
needs by greater production of wheat, barley, beans, fruits, 
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nuts, and oils. Concurrently, Turkey could then make 
available labor for her mines which are now idle and thus 
relieve the coal situation which is tying up ships, railroads, 
and power plants. Normally, Turkey even exported 500,000 
tons of coal a year. Furthermore, a partial Turkish demo- 
bilization would free millions of dollars for programs of 
education and social and health services. 

American grants should encourage extensive private in- 
vestments and industrial expansion. Turkey might well 
become the Sweden or the Switzerland of the Balkans. In 
the long run, however, Turkey needs far larger credits than 
the 100 million dollars. As forerunners of this credit, 
Turkey has received 131 million dollars from the United 
States (go million as lend-lease, 28 million from the Export- 
Import Bank, 10 million from the Foreign Liquidation 
Commission, and 3 million from the Maritime Commis- 
sion). The request for a loan from the Export-Import Bank 
originally was for 500 million dollars which gives a fair 
indication of Turkey’s financial requirements. Her postwar 
industrialization, to be effective, will cost a billion dollars. 

From a business point of view, Turkey presents an even 
better risk than her Greek neighbor. Britain lent Turkey 
40 million dollars in 1939, and the Turks never were in 
arrears. Except for 1938, Turkey has maintained a favor- 
able balance of trade since 1930. During the war, she built 
up such large gold holdings that the currency in circulation 
is covered 100 percent by gold. 

Turkey wants to attract American capital as well as 
American technical skill. On the basis of our working for- 
mula of $1,000 per inhabitant, Turkey with a population 
of 19 million would be entitled to a credit of 19 billion 
dollars to be drawn upon within fifty years and repayable 
in a hundred years; of this sum, a major portion would have 
first to come from America. This would inspire and spark 
a program that would build Turkey’s military might by 
building up her economic strength. 
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Since the days of Abdul-Hamid, the Turks have been 
hostile and suspicious of foreign investors. Out of this hos- 
tility and suspicion grew restrictions on outside capital as 
well as arbitrary levies against the Greeks, Jews, and 
Armenians. To prepare the way for ERP funds, the Turkish 
Government ended these restrictions, making it feasible for 
foreign enterprise, either public or private, to invest capital 
in Turkish industry and to take profits out of the country. 

Whether from public or private sources, American in- 
vestments in Turkey necessitate rigorous and continuing 
supervision, for the Turkish Government remains a dicta- 
torial one and has clamped the rule of a one-party regime 
with an iron hand over the Turkish people. There is no 
free press, there is no free parliament. Hence, a very funda- 
mental part of the American mission there is to see to it 
that Turkey can become a bulwark for democracy only 
when Turkey herself begins to work through the ways of 
democracy. 

This is a great opportunity. The Turkish people have had 
centuries of experience and background as traders. Here, 
too, is a chance to bridge a gap between Moslem, Christian, 
and Jew by developing a working comradeship in the re- 
construction of the Middle East in which Turkey, Israel, the 
United States, and other countries can work as a team. 
Here is a country that we need in order to protect our kind 
of world, politically and industrially. Our long-time work- 
ing program here will have its effect on the Russians them- 
selves because what the United States achieves in Turkey, 
on the border of the USSR, will eventually get through to 
the Russian people. Our fifty-year program will provide 
work for at least 250,000 additional American workers 
annually for the next five decades or a total of 125,000,000 
more man-years of work. 


XII 


China: Civil War Turns 
the Clock Back 


THE GREAT PHILOSOPHER and president of the Chinese Re- 
public, Sun Yat-sen, prophesied in 1921 that “unless the 
Chinese question [that of her internal stability] can be 
peacefully settled, another world war greater and more ter- 
rible than the one just past will be inevitable.”” His words 
are painfully appropriate today. Equally appropriate is 
his adjuration to his disciples and followers that “all mat- 
ters that can be, and are better carried out by private enter- 
prise should be left to private hands which should be 
encouraged and fully protected by liberal laws.” 

Despite the communist conquest of China, the essentials 
of that approach persist in Chinese thinking. The eagerness 
of middle-of-the-road Chinese to emulate American pat- 
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terns of free enterprise was intensified when Chinese tech- 
nicians helped to draw up the famous Taub Plan. This 
impressed upon the Chinese the superiority of American 
organization and technical knowledge. 

The Taub Plan was a design in miniature to show how 
Chinese industry could be integrated on the basis of a 
model outlay of 2 billion dollars. In 10 volumes and 3,200 
pages, it demonstrated the delicate, interlocking relation- 
ships of twentieth century industry. It dramatized the 
flow of raw material from mine to factory to retailer’s 
shelf. It made special studies of chemicals, railroads, steel, 
and tin and zinc mining. It suggested new ways for utiliz- 
ing such indigenous resources as tung nuts and sugarcane. 
It outlined programs for training Chinese to become man- 
agers, technicians, foremen. It urged the establishment of a 
national institute of industrial research to correlate statis- 
tics and other data and to make them available both to the 
Government and the private entrepreneur, native or 
foreign. 

While the Taub Plan (named after the American For- 
eign Economic Administration’s chief engineer, Alex 
Taub) was more of a small-scale, test blueprint than a 
comprehensive design for China’s industrialization, it gave 
rise to many similar plans which, put together, offered a 
coherent and logical pattern for China’s economic develop- 
ment. 

From the purely economic point of view, China is ready 
for boundless progress, for an inflow of credits on a stupen- 
dous scale. The political situation remains the question 
mark. 

The expansion of China’s industry could go hand in hand 
with expansion of foreign trade and of her ability to repay 
loans. The other nations of the world could find China an 
emergent giant to whom they can sell and from whom they 
can buy; the United States in particular could find an 
industrialized China an almost limitless and constantly 
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growing market for exports, a source of invaluable im- 
ports, and in both cases a bulwark for our own prosperity. 

Moreover, outside capital must be brought in to make 
China useful even to the victorious communists. It is a 
paradox that, to deliver on their promises to the Chinese 
masses, the communists must eventually turn to the West 
for machinery and tools—and money. 

It is to a good part our fault that China’s position has 
deteriorated. There seems to be no doubt that we sold 
China down the river at Yalta in February 1945. There, 
behind Chiang Kai-shek’s back, Roosevelt and Churchill 
agreed with Stalin because both Roosevelt and Churchill 
believed they needed Stalin to lick Japan. As it turned out, 
we did not need Russia to lick Japan. 

The concessions that Churchill and Roosevelt gave Rus- 
sia included the establishment of a Russian naval base at 
Port Arthur and the management by Russia of the port 
facilities of Dairen, which gave control of Manchuria to 
the Communists. The Soviets have always worked that way. 
A little opening of the door and they force their way in to 
take over for their own ulterior purposes. 

It was the United States that made China ratify this 
agreement. Chiang Kai-shek, whatever his own shortcom- 
ings, never did trust the Russians. The Russians did not 
keep their pledge to the Chinese Government. In return for 
the extraterritorial privileges in Manchuria, the Soviets 
promised military and economic support to the Govern- 
ment of Chiang Kai-shek. When Russia failed to keep her 
part of the deal, we did nothing about it. 

In various parts of the world, we have been faced with 
a choice of evils, just as we have been faced in China with a 
choice of evils. The Chiang Kai-shek Government, with its 
plundering warlords, was not only weak but arbitrary and 
in many ways opposed to American democracy and our 
methods of operation. 

What the American investor, public or private, must 
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know about China is that regardless of the communist tri- 
umphs, the underlying drive of the Chinese economy is 
toward a half-way point between state collectivism and 
private enterprise. (On the one hand, government spokes- 
men for Kuomintang China have repeatedly expressed the 
hope that foreign funds invested in China would stimulate 
and enlarge free enterprise, harness her dynamics and 
creativity and incentives to China’s industrial reawaken- 
ing. On the other hand, these same spokesmen have defined 
spheres of economic action where private enterprise is 
prohibited. No foreign undertaking, no domestic firm 
would have been allowed to interfere with the Govern- 
ment’s over-all economic planning or the exercise of its 
sovereign rights. ) 

Even under the Kuomintang, no private interest could 
gain control over the mails, telecommunications, major 
railroads, and the larger units for generating and transmit- 
ting electrical energy. Moreover, even in such fields as steel 
and oil, aviation and shipping, the Chiang Kai-shek Gov- 
ernment, while encouraging private capital and initiative, 
reserved the prerogative of fitting any new venture into its 
over-all economic plan; the Government decided the loca- 
tion of a plant, the kind and amount of product, and the 
place of sale. Behind this determination was an array of 
statutes relating to land titles, taxes, and the like—a new 
legal code that has grown up since extraterritoriality was 
eliminated in 1943. 

It is not to be expected that a communist regime will 
allow greater latitude to private enterprise. 

This, however, does not gainsay the fact that basically 
the Chinese people are no more communists or communist- 
minded than we are. In fact, they are a people who are 
almost by instinct anti-communist by virtue of their cul- 
tural and historical background and traditions. 

Whether the country is communist-dominated or not, 
this attitude will not change. If we do a good job, all could 
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change overnight. The Chinese people are resourceful and 
quick to learn. They want trade and freedom. They are 
cultured. They can and they will quickly, depending on 
how big we are, change the climate to suit free enterprise. 

In spite of the fall of Mukden and Manchuria and of 
other communist victories, China can still come out all 
right. It is easy to condemn Chiang Kai-shek because he 
and his warlords exercised tremendous power without giv- 
ing the people enough opportunity to handle their own 
affairs. As has often been pointed out by the writer, democ- 
racy is a luxury of prosperity. When there is economic 
stringency or chaos, there is little opportunity for democ- 
racy regardless of who is in power. Hunger and democracy 
do not mix. China is hungry—not Red; China is sick—not 
Red; China is insecure—not Red; China is impoverished— 
not Red. 

We must always remember we are out to buy peace and 
that peace, like war, is expensive and requires taking a 
chance. Roger D. Lapham, chief of the Economic Coopera- 
tion Administration’s mission to China in 1948, condemned 
our middle-of-the-road policy in China by saying that it 
was getting us nowhere and that it was time we took an 
affirmative position even if it meant sticking our necks out. 

China has demonstrated that her vastness and primitive- 
ness are sources of great strength. If these were imple- 
mented and supported by us, China would prove her ability 
to swallow up her invaders. 

The Russians who support the Chinese communists will 
not and cannot do for China what we can. The Chinese 
communists even though successful militarily cannot re- 
tain the victory. They must do certain things and must 
have certain things which they can get only from us. In the 
long run, we may even find them more cooperative than 
Chiang Kai-shek. 

Mao Tse-tung, leader of the Chinese communists, in a 
message to the Cominform recently published in Bucharest 
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called for unity by the communists of China with Soviet 
Russia for world revolution. Mao condemned any middle 
road between communism and capitalism as “hypocrisy 
and bankruptcy.” He called the United States and her 
friends “running dogs” who have replaced Fascist Ger- 
many, Italy, and Japan, and who “reflect the extreme rot- 
tenness of the capitalist world and its panic in the face of 
impending extinction.” 

Mao wants to unite all revolutionary forces in China to 
throw out American imperialism. Despite such fanfares, 
Chinese are Chinese first whether communists, followers of 
Confucius, or Christians. The communists, soon or late, will 
find that out. 

The successes of the communist groups in China can, and 
will, be reversed if the United States gives aid with a full 
hand. That means money plus guidance through mana- 
gerial and technical affairs. The strange part of it is that 
we have already thrown 2 billion dollars into China since 
the end of the war, but we have given it in dribs and drabs, 
with the result that neither China nor ourselves are any 
better off for it. We have done it without putting at China’s 
disposal enough top-notch manpower, industrially and 
militarily. 

There is an opportunity for us in China, and we must 
take advantage of it at every turn no matter what happens. 
We must be the bankers and industrialists for those parts 
of China which welcome us and where our investment will 
be safe. Our invasion of China with dollars and know-how 
and good will could win out against communist military 
might. But the basis must be that expressed by President 
Truman in his Inaugural Address on January 20, 1949: 
“The old imperialism [of] exploitation for profit has no 
place in our plans . . . Our program must be based on 
democratic fair dealing.” On January 21, President Tru- 
man reportedly stated to a congressional delegation from 
Missouri that if the living standards in Asia could be in- 
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creased 1 or 2 percent, the demand for American products 
in the Orient would be so great that it would take more than 
a hundred years to meet it. He said it would insure pro- 
longed prosperity to the United States. 

Close by China and as a part of our program there, we 
certainly have the opportunity to build Japan into an out- 
post and bastion of American enterprise and democracy. 
Certainly, since the Industrial Revolution, China has 
lagged very far behind. Japan is the only country in Asia 
that had begun to cash in on the power era. Ironical as it 
may sound, in future days Japan might become our anchor 
to windward in our fight to save our civilization in so far 
as Asia, and particularly China, is concerned. It is not 
inconceivable that we might yet develop a partnership 
with the Japanese and successfully take over together the 
industrialization of China from under the very noses of the 
Russians. 

The communists, according to the best authority, know 
that China as an unindustrialized country without techno- 
logical experience and modern industry cannot develop 
from chaos even to communism unless she is first made 
into a strong industrial nation. Under any circumstances, 
China for a long time will require private ownership and 
management and a degree of political democracy, accord- 
ing to these authorities. Chinese industry must be organ- 
ized and so financed that it can begin to create capital. That 
will necessarily foster some measure of coexistence with 
capitalism. 

Communism in China is conditioned by industrialization 
and modernization, which in turn depend on capital goods 
and credit, which in turn can come only from the United 
States. We must not only call upon our courage but on all 
our skill—economic, political, and industrial—to develop 
an undercutting and infiltration operation in China to 
start our way of life there. If the communists can indus- 
trialize China, which is highly improbable, let them go 
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ahead and try it. We will take over from there. But we must 
first install ourselves somewhere in China with a plan and 
with a will to invest hugely. The people of China have 
patience and integrity. They will never let us down if we 
do not let them down. We must halt Mr. Stalin until time 
is on our side and until the people in China see that we are 
their hope and salvation and that no one else can do the job. 

So far, we have been naive and isolationists in China. 
Naiveté and isolationism in world affairs have been abun- 
dantly proved false and expensive doctrine. 

We can approach the handling of China as we do the 
rest of the world—on a cold-eyed, long-term business basis. 
China has an area one-third larger than that of the United 
States and with three times as many people—which means 
three times the labor force and three times as many poten- 
tial customers as the United States. 

China’s wealth is as vast as her wants. Her natural re- 
sources verge upon fantasy by Jules Verne—but they 
remain virtually untapped. Her 450 million people are 
industrious, tireless, and eager to learn anything from the 
new phonetic alphabet to how to repair a tractor. They 
work hard, in a way almost incredible to the Western mind, 
but they work, as they fight, almost with bare hands, and 
they earn on the average around $34 a year. 

A civilization whose prophets and sages extolled and ex- 
emplified the ideal of human brotherhood two thousand 
years before the birth of Christ is today riven by dissen- 
sions and civil war. Always the victim of economic anemia, 
China was drained of nearly her last remaining financial 
and industrial strength during the long, bitter, and heroic 
struggle against the Japanese and during her disastrous 
civil war. 

Among the results of this warfare is an inflation which 
has reached heights greater than that of the rise of marks 
toward infinity in the Germany of the twenties. As recently 
as 1940, the Chinese yuan was stable, being set at twenty- 
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nine cents on the dollar. But five years later, the prices for 
fifty most-in-demand commodities were seventy-six times 
higher; and the yuan, in dollar terms, had to be computed 
on a basis more suitable to astronomical calculations than 
to the rates of international currency exchange. 

Nevertheless, China—from the standpoint of large-scale 
investments—is among the world’s best risks. If we in this 
country have imagination and gumption enough, we can 
help to transform China into a prodigious market for 
American goods. In that very process, we can also protect 
our own Pacific interests and at least partially heed the 
prophetic warning issued in 1935 by Humphrey Marshall, 
then United States Commissioner in China: “Almost any 
sacrifice should be made by the United States to keep 
Russia from spreading her Pacific boundary, or coming 
directly to interference in Chinese domestic affairs.” 

Today, as for the past century and before, some 80 per- 
cent of the Chinese people gets a living from the land, but 
a land impoverished by erosion, flood, drought, and by 
lack of modern methods to renew depleted soil and to con- 
trol plant diseases and such pests as the locusts, which for 
the Chinese are the ten deadly plagues in one. 

The Chinese life expectancy is only thirty-seven years 
mainly because of a vitamin-deficient diet. The reason is 
that while China has only 68 percent as much land under 
cultivation as the United States, the former has to feed a 
population about three times as large. Despite her diverse 
crops and the patience and tenacity of her peasant farmers, 
she is still not self-sufficient in that alpha and omega of any 
economic system—food supply. On the other hand, on the 
chart of world agricultural production, she ranks high in 
many items: first in soybeans and sesame, second in rice, 
tobacco, barley, wheat, and silk—the latter is a 4,000-year- 
old activity that annually yields 200,000 tons of cocoons— 
she is third in the output of maize and cotton, fourth in tea, 


and fifth in bamboo. 
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The three most important food products of China are 
rice, wheat, and millet; they occupy about 69 percent of 
the cultivated area. The range of crops is wide. In the north, 
wheat, barley, corn, sorghum, millet and other cereals, 
beans, and peas predominate, whereas in the south, rice, 
the staple food of the Chinese, sugar, and indigo are most 
important. The Yangtze basin, one of the most favored 
agricultural regions in the world, is China’s foremost 
granary and can be transformed at the same time into an 
electric-power project of the most momentous value to 
China and the whole world. 

Chinese agriculture would be the logical starting point 
for her economic regeneration. We can make a great appeal 
to the Chinese farmer of whom there are many, many 
millions. If we would begin to give the Chinese farmer the 
mechanical tools Americans have here, we would buy not 
alone everlasting gratitude of China quickly but would 
put the communists on the defensive or out of business al- 
most at once. 

China’s economic coming of age must, therefore, neces- 
sarily start with improvements in farming, in the tech- 
niques of plowing and planting and tillage and harvesting 
and marketing, in diversification of crops, in breeding 
larger cattle and poultry. All this requires scientific agri- 
culture, mechanized to an extent unequaled elsewhere— 
modern tractors and plows and irrigation pipe-lines. It 
requires a vast new program of reforestation to prevent the 
great Yellow River from each year dumping a billion tons 
of topsoil into the sea. 

The primitive character of Chinese agriculture is beyond 
belief. It takes a Chinese farmer twenty-six days to grow 
one acre of wheat compared to one man-day in the United _ 
States. It takes fifty-three days in China to grow an acre of 
cotton compared to fourteen days in the United States; 
twenty-three man-days per acre of corn compared to two 
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and a half days in the United States. The Chinese farmer is 
handicapped by manual labor to this extent. 

There is perhaps no more cogent contrast anywhere than 
between manual labor and mechanical labor, between the 
work that can be done with the aid of machines and that 
done with the human muscle aided by primitive tools. In 
addition to increasing the soil’s yield, it would be possible 
to put 110 million more acres into production by reclaim- 
ing some old areas and exploiting new ones in the hinter- 
land; this would add about 25 percent to the total arable 
land. 

There is, however, one chief drawback to applying meth- 
ods of scientific agriculture either to land already culti- 
vated or that which would be cultivated. The average farm 
in China is only about three and a half acres, a size insuffi- 
cient for using mechanical aids in any effective fashion. 
The more than 170 million Chinese farmers will, there- 
fore, have to resort to pooling whatever new equipment can 
be introduced and will have to operate their farms on a 
cooperative basis. 

If the Chinese farmer can raise his production three or 
four times, his income will correspondingly go up. He will 
then be able to invest in still further improvements, to im- 
prove his shelter and the quality of his diet and apparel, 
and even to have enough left over to pay taxes for the 
construction of highways and railroads which would con- 
nect him with markets. 

In a civilization such as China’s, if once the industrial 
process is introduced beginning, for example, with the 
farmer, representatives of such companies as International 
Harvester must be right on the job to see to it that these 
people learn how to use their machinery properly. Very 
few people in the United States would have automobiles 
but would go back to the horse and buggy if it were not 
for the fact that mechanics and service stations are con- 
stantly available at every turn. 
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From 1940 to 1946, the Chinese had increased what little 
heavy industry they had over 60 percent. They increased. 
their construction 29 percent, chemical industry 29 per- 
cent, metallurgy 7 percent, and electrical equipment 3 
percent; while light industries increased only 34 percent, 
namely, textiles 23 percent, food 5 percent, paper and 
printing 3 percent, and others 3 percent. 

Yet, there are only a few spots in China where there are 
factories. Shanghai alone has 42 percent of all Chinese 
manufacture. The civil war between Chiang Kai-shek and 
the communists has hampered, when it has not destroyed, 
industrial development. The invasion of the north first by 
the Japanese and then by the Russians hardly helped the 
situation. The result is that at the present time China is 
practically on her back in most every way. 

Although China was the first to develop gunpowder com- 
bustion and was developing ironmongering a thousand 
years before Marco Polo set forth on his historic journey, 
Chinese industry shows barely the shadow of a hint that the 
Industrial Revolution has ever taken place. In 1937, at the 
prewar summit of her industrial potency, China had 2,950 
factories, most of them turning out textiles which with 6 
million spindles (as against 23 million in the United 
States) was the foremost manufacturing activity. 

What have been for years described as China’s metal 
plants, giving the illusion of substantial steel and iron and 
machine tool establishments, were, and today remain, 
merely small forges, foundries, and shops which, by means 
of ingenuity and sweat, did contrive to produce generating 
motors, steel bars, and some simple presses, chiefly on a 
custom-built basis. 

Although China’s coal deposits with reserves estimated 
at 243,669,000,000 tons are the fourth largest in the world, — 
she was in 1939 digging only 4.9 percent as much coal as 
was being mined in America. Her annual coal production 
before the war averaged 20,000,000 tons. During the war, 
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southeastern mines doubled their production reaching an 
annual record of 8,000,000 tons by V-J Day. 

Similar ratios between resource-reserves and their ex- 
traction prevail in tin, tungsten, zinc, silver, gold, oil, 
antimony, and many other minerals of which China has a 
fabulous store. Iron ore reached a production of 2,000,000 
tons before the war. China has many other useful products 
such as silk, tea, tung oil, bamboo, and particularly soy- 
beans; also minerals, other than those mentioned above, 
such as lead, mercury, wolfram, molybdenum, bismuth, 
and salt. 

By the same token, hydroelectric potentials in China 
with her 2,300 rivers and large streams are beyond calcula- 
tion. Yet, actual output is pitifully small. Imagine China 
having enough electric power to match or exceed the 
United States! 

Experts have said that the soybean in China could be 
transformed into China’s dairy cow. This becomes impor- 
tant because China probably could not develop a dairy 
‘industry to take care of more than 60,000,000 people. Since 
the soybean will grow practically anywhere in China, it 
should be possible to put an end to the ever-present threat 
of starvation there. It could be done cheaply enough to be 
bought by even the lowest in the economic scale. After 
taking the milk from the soybean, there remains a residue 
especially rich in proteins. Mixed with coarsely ground 
wheat flour, it makes a biscuit which is nutritious, palata- 
ble, and cheap and which suits China. 

Dr. Ruth Y. H. Leng, called the George Washington 
Carver of China, has developed a process for making artifi- 
cial silk out of straw and a method of degumming ramie. 
The work of Dr. Leng and others has remained stalemated 
because of the lack of money and machinery to develop 
her inventions and improvements. 

Ramie, which has been used in China for centuries to 
produce a grass linen, could not be used for winter wear 
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because of the gum content. Degumming makes the fiber 
soft, more absorbent and lustrous, suitable for winter and 
summer wear, and adaptable to mass-production methods 
on existent cotton-weaving machinery. 

Advances in transportation, of course, are the corollary 
of advances in agriculture and in industry. All three must 
move forward together. Today, nearly 48 percent of all 
farm produce in China is still carried on the backs of 
coolies; another 46 percent is conveyed by carts or junks 
powered by human muscle; and only the remaining 6 per- 
cent travels by rail or truck. Increasing China’s present 
railroad mileage at least 50,000 miles would transform the 
country into probably our best customer. But the war with 
Japan reduced China’s railway trackage from 10,800 to 790 
miles, turned into potholes about 40 percent of her 71,000 
miles of highways, never too traversable by American 
standards, and reduced telegraph and telephone communi- 
cations from 65,000 to 33,000 miles of cable and wire lines. 
The war similarly destroyed or retarded China’s mining 
and manufacturing development which was at best meager 
and inadequate. 

The intensification of civil war’s strife has further hin- 
dered China’s chances of recovery. Her handful of indus- 
trial communities, such as Shanghai, has witnessed a steady 
decline in production resulting from communist-inspired 
strikes, notably power shutdowns. 

Manchuria with fertile fields and comparatively well- 
advanced industry could have made a major contribution 
to China’s postwar rehabilitation. But the Russians looted 
nearly a billion dollars worth of equipment and put Man- 
churia back into the nineties in terms of economic well- 
being. China must, therefore, start again from scratch al- 
most everywhere—be it harbors or heating systems or 
irrigation pumps. 

The civil war, of course, has paralyzed all enterprise and 
initiative. It is up to us to take a stand on the side of the 
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Chinese to help save our own system. We spent over 100 
billion dollars to conquer the Japanese and to secure our- 
selves against further aggression from them. This security 
would long have been ours if we had extended substantial 
help to China in the past. What good is it to have spent 100 
billion to conquer Japan only to lose the victory by failing 
to make every additional investment that the conditions of 
our own safety require? 

Over the next fifty-year period, we must set our minds to 
the urgent and compelling fact that China needs and should 
have 500 billion dollars in capital investment. We should 
undertake to supply at least half of that. 

The needs of China are unlimited. She must expand in 
the production of food, clothing, steel, and chemicals. She 
needs automobile and aircraft production, shipbuilding, 
communications, airlines, and a hundred and one other 
things such as modern commercial harbors, modern cities, 
public utilities, railways, water power, irrigation, and 
mineral development. 

To the United States, the opening of China would be 
_ like the opening of the West, except that China already has 
a large, industrious population and the West had practi- 
cally none. With hundreds of millions of people in China 
and with a Yankee drive to open the country with a majes- 
tic sweep, the advantages we received by the opening of 
our West would be rather small compared with the opening 
of the East. 

If the average Chinese could buy from us ten dollars 
worth of goods per year, it would mean we would have to 
supply China with four and a half billion dollars worth of 
goods annually. If we could keep two or three million 
Americans busy year in and year out on that project alone, 
it - ould eventually mean hundreds of billions of profits 
returned to us—plus peace and security. 

There are no finer, more decent, more trustworthy, or 
_ more able people in the world deserving our aid than the 
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Chinese. Most of the Chinese doing business in this country 
have remarkable records of keeping their contracts and 
their word. In fact, many Chinese businessmen resent the 
necessity of entering into any formal written contracts, and 
their word has been found to be as good as their bond. 

Personalities like Chiang Kai-shek or Mao or others can- 
not really affect us in the long run if we set up the proper 
pattern. All of Asia would begin to look to us and away 
from Russia. The Asiatics like all peoples want hope. The 
hope that we can give China by a constructive fifty-year 
program is so much greater than anything Russia could do 
that our victory in any cold war with Russia about China is 
assured. Our formula fully applied to China will in a short 
time give us a strong ally and provide an irresistible dem- 
onstration of the invincible superiority of the American 
system along 5,000 miles of Soviet borders. 


XIII 


Argentina: From Feudalism 
~— to Capitalism 


WHEREAS THE SovieET UNION is a menace to United States 
democracy from the extreme left, Argentina is potentially 
a backyard menace from the extreme right. The American 
policy in Argentina has been hindered in recent years by 
this dilemma. On the one hand, Argentina, as the most 
energetic and the richest nation in South America, is an 
indispensable arch in the bridge of the Good Neighbor 
Policy for the solidarity of the Western Hemisphere. On 
the other hand, Argentina, in essence, comes close at points 
to being a South American version of Hitlerism—and thus 
an implacable foe of that dynamic spirit of freedom which 
is the heartbeat of American democracy. 

Of the four nations along the River Plate, Argentina is 
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the undisputed leader, occupying an area of some 2.75 
million square miles with a population of 16 million. The 
scarcity of food during World War II and immediately 
thereafter brought boom times to Argentina as one of the 
few producers of surplus grain and meat in all the world. 

For some thirty-odd years, Argentina has been a debtor 
nation often in hock to the Bank of England and to other 
European and American financial institutions. As a result 
of her unprecedented wartime prosperity, President Juan 
D. Perén succeeded in retiring Argentina’s foreign public 
debt, and Argentina became a creditor nation over night. 
She acquired a delusion of self-sufficiency, thinking that 
she never again would need foreign capital to enlarge her 
industry and improve her agriculture. She was particularly 
pleased that she would no longer require financial assis- 
tance from the United States, against whom Argentina has 
recently nursed a grudge. In the early stage of the Peron 
regime, Argentina was obviously sympathetic to the Axis; 
there were even rumors that her coast was a base for Ger- 
man submarines and that her cities were a base for Nazi 
intelligence. We, therefore, excluded her from our war- 
time lend-lease program and aroused her antagonism. This 
has enormously complicated the United States-Argentina 
relationship, which will have to be made amicable if we are 
really to create that kind of hemispheric defense which 
will be a contribution to global peace. 

Our attitude toward Argentina up to the present has 
precipitated two very regrettable results. In the first place, 
it was not calculated to make Argentina a South American 
outpost for democracy and free enterprise. In the second 
place, it demonstrated to the Kremlin an inability to 
achieve amity and concord in an area which has been diplo- 
matically our own backyard ever since the enunciation of 
the Monroe Doctrine 125 years ago. 

Yet facing the facts, the American Government together 
with American business perceived that if our program of 
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hemispheric solidarity, both military and economic, were 
to become effective, Argentina would have to be included, 
whatever our moral reluctance. For a time (1948), it 
looked as if Argentina had realized that she could begin 
to attain her ambitious aims of industrialization with a 
strong infusion of United States funds. More recently, how- 
ever, during the summer of 1949, Perén has been stressing 
an increase in Argentina’s exports to the United States, 
seeking to boost them toward the $250,000,000 mark annu- 
ally. This is a short-sighted policy and is bound to fail. 
Lacking dollars, Argentina has been dealing with soft or 
semi-soft currency countries such as Italy, which is selling 
Argentina some $162,000,000 worth of goods each year, 
and the United Kingdom, which is selling Argentina some 
$209,000,000 worth or five times as much as in 1938. Just 
how Argentina is to amplify trade with the United States, 
without dollars, is a Stygian mystery. On the other hand, 
disaffection among communist-led industrial masses, which 
led to the bloody riots and strikes in the provincial capital 
of Salta in June of 1949, has caused Peron to reconsider his 
attitude about possible loans from United States sources, 
public and private. He needs sound money to overcome the 
inflation which inspired the telegraph and telephone work- 
ers, joined by the policemen and firemen of Salta, to harken 
to the communist siren and which, as a portent, loosed 
Perén’s hold upon the workers, a basic source of his popu- 
lar strength. 

What may also help to lay the groundwork for a more 
intensive cooperation in the future is the fact that the cli- 
mate of Argentina more closely resembles that of the 
United States than any other Latin-American country. 
Even the seasons assist the trade between the muscle-flexing 
giant of the South and the colossus of the North. January, 
for example, is the warmest month in Argentina, and June 
and July are the coolest. Americans, therefore, can ad- 
vantageously use Argentine fruit during the winter, even 
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as the Argentines can use American fruit and other farm 
produce during their cold spells. 

While beef and hides and wool are no longer the virtu- 
ally exclusive source of Argentina’s wealth, they still in- 
fluence her economic life directly and indirectly to an 
overwhelming extent. The pampas, of course, are the heart- 
land of Argentina’s economy. The rich, black, fertile soil, 
similar to the loam used in this country for growing celery 
and other special crops, yields prodigious harvests in grain 
as well as fine pasturage for livestock. Indeed, of Argen- 
tina’s total acreage, 44, percent is devoted to pasturage, and 
only 11 percent is under cultivation to produce wheat, 
corn, linseed, oats, and flax. 

Despite her ability to export meat and grain and hides 
and hardwoods and various medicinal gums, Argentina 
must import almost every mineral required by today’s in- 
dustry. Her ground contains some tungsten, lead, zinc, tin, 
and silver; but mining accounts for only 2 percent of her 
national production—an amount which will hardly suffice 
to supply Argentina’s new industrial needs for a week. 

While industry is emerging to a new, high place in 
Argentina, the economy still is closely allied to her pri- 
mary source of wealth, namely, the land—to agriculture. 
The meat refrigeration industry, for example, holds first 
place, while flour milling, sugar refining, dairy and wine 
products, and textiles follow in that order. One of the 
aspects of the Five Year Plan which the Government of 
Argentina is now sponsoring is to employ 400,000 new 
workers to exploit mineral resources more rapidly, to in- 
crease hydroelectric power facilities, to install irrigation 
and flood-control centers, to build new ports and high- 
ways, to modernize railways, and to construct 1,000 new 
public schools and better housing for city dwellers. 

Using the 1943 level of output as the baseline, this Five 
Year Plan, as it stood in 1949, still called for an increase 
of 50 percent in power installations, 52 percent in wages 
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paid, 34 percent in general employment, and 43 percent in 
over-all production, both on the farm and in the factory. 
This program of industrial growth is pleasing to the United 
States if only from the standpoint of Argentina’s ultimate 
ability to import more American wares. Some of the philos- 
ophy, however, and in particular the financing practices 
which are actualizing this Five Year Plan contradict our 
American gospel of democratic free enterprise. We are re- 
minded of similarly ambitious Soviet Five Year Plans and 
of Hitler’s 1933-1938 program for building up Germany’s 
economic and military strength. President Per6én seems to 
want as much state control of industry as he can get. He 
wants his Government to direct and dominate the invest- 
ment of any private capital. He has instituted economic 
controls which soon or late will nationalize telecommuni- 
cations and railroads as well as hydroelectric power plants 
and the steel and cement industries. Under his regime, the 
Government can extend or withhold credit to or from any 
individual or any institution. All bank accounts in Argen- 
tina, even including those of foreign banks, are subject to 
seizure by the nationalized Central Bank of Buenos Aires. 

To supply the fuel for the new meshing of military and 
economic machines, Argentina’s geologists are searching 
desperately for new oil deposits, and engineers and tech- 
nicians are drawing up blueprints for sinking wells, put- 
ting up derricks, and constructing refineries which are to 
cut down Argentina’s current 51 percent dependence upon 
imports for her petroleum supply. 

President Perén has instructed his top economic and 
military staff that Argentina’s steel industry must have 
first priority for her further industrial development. 
Within the past two and a half years, more than 135 
million dollars have been appropriated for blast and open- 
hearth furnaces as well as for rolling-mill and tin-plate 
facilities to insure a steel capacity that would yield some 
360 thousand tons annually. 
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But it will be impossible to gain the specific goals of 
sufficient oil and steel as well as the general goal of rapid 
industrialization without outside aid in the form of in- 
vestment capital. Yet Perén has, to date, done everything 
in the book to discourage any such investment, by keeping 
participation of private business down to a maximum of 
10 percent, for a decade. 

The laws authorizing the Five Year Plan, for example, 
allow the Government to operate with or without private 
participation. When, in 1946, a 100-million-peso (25-mil- 
lion-dollar) company was formed for the iron industry, 
it typified Argentina’s new patterns of state participation 
and nationalization. Of the total capitalization, the state 
is to supply 90 million and private industry 10 million 
pesos. Aften ten years, however, private industry may ac- 
quire the state’s 90-million stake; until that time, the state 
is the supreme boss. Similarly, private industry was per- 
mitted to participate in the new state-dominated railroad 
and telephone industries. In this respect, the disposal of 
the earnings of the telephone company illustrates Perén’s 
social program. All profits over and above 4 percent are 
to be shared equally between the stockholders’ and work- 
ers’ funds, the purposes of which, while presumably benev- 
olent, remain excessively vague. 

In a mood of truculent nationalism, Perén emphasized 
that the Five Year Plan, which originally was going to 
be financed by orthodox, capitalist methods, would require 
neither loans nor taxes and particularly would require no 
outside assistance. To that end, Perén sought to leakproof 
the kettle of the national economy to insure the state 
enough money to underwrite the Five Year Plan. 

By means of accounting methods still obscure, some 2 
billion pesos or about 500 million dollars of export profits 
are to be devoted to the plan, while the profits of the Na- 
tional Bank are to be used to finance immigration mainly 
from Italy and Patagonia, the cost of which averages about 
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$250 per person entering the country. To make control by 
the Government of exports doubly sure, the sale of wheat, 
linseed, vegetable oil, cheese, hides and skins, and methyl 
alcohol became functions of a state monopoly in June 1946. 

There has never been any bookkeeping report made pub- 
lic on the profits made by the state from its rigid control 
over exports. More or less by accident, however, it was 
learned that profits from the sale abroad of linseed oil alone 
amounted to about 195 million dollars in 1946. 

President Peron’s political opponents deride the Five 
Year Plan as a hundred-year fantasy and claim it will 
take at least a century to carry out. The Plan has been 
further described as ‘‘a nebulous dream designed to keep 
the people amused.” But this new variation on the theme 
of “bread and circuses’”’ seems to have enhanced the popu- 
larity of Perén, that is to say, of the Government itself, 
especially among the industrial workers who form the 
mass base of the Perdnist following. 

The Argentine farmers, however, have bitterly accused 
the Government of monopolistic abuses and of throwing 
overboard the very concept of private property rights. The 
farmers contend that the mandatory sale of agricultural 
products to the Government is, in effect, merely a form 
of confiscation, since the Government in these transac- 
tions is not only the sole customer but also sets the prices. 
Thus, the Government paid the farmers for corn, wheat, 
and the like only 33 percent of the prices they could have 
demanded on the world market. 

Only a strike on the part of a united front of peasants, 
large landowners, and tenant farmers can compel the 
Government to grant fair prices for the produce of Argen- 
tina’s land. This conflict between the agrarian elements oi 
Argentina’s society and the Government is particularly im- 
portant; for Argentina’s main economic strength will con- 
tinue to be her ability to export agricultural commodities. 
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Her industrialization will be primarily for internal con- 
sumption and for achieving new military prowess. 

Normally, Argentina could not afford to devote one sixth 
of the nation’s average annual income of 165 billion pesos 
(3.75 billion dollars) to the Five Year Plan. On the other 
hand, the Plan foresees an increase in the national income 
of more than 43 percent within five years. 

Although her financial situation was extremely favor- 
able when the Plan was started, Argentina will require 
not only new internal revenues but also foreign credits 
to execute the Plan even modestly well. This, added to in- 
flation, internal disturbances, and the spread of communist 
influence, has weakened Perén’s confidence that Argentina 
could get along without foreign capital. Perén may be 
expected to discard his earlier proclamations of proud eco- 
nomic sovereignty and self-sufficiency and to invite for- 
eign capital investments to buttress his regime and hasten 
his country’s economic development. 

In this connection, Major General Royal B. Lord, former 
chief of staff of the American Services of Supply in Europe 
during World War II, who was retained by the Argentine 
Government to undertake a survey to lay the groundwork 
for the Five Year Plan, has declared: “‘President Perén has 
definitely stated to me that, with the exception of utilities 
which he believes should be government-owned, he is in- 
terested in private ownership of the industrial set-up and 
is anxious to bring in private industry from the United 
States to join with Argentinian groups in the development 
of the nation. He has stated to me that he will assure such 
groups a guarantee of their capital investment and of pri- 
vate profits.” 

According to General Lord, President Perén has pledged 
that the Argentine Government would deposit letters of 
credit in New York banks to insure payment to American 
manufacturers and dealers for supplies and equipment pur- 
chased under the Five Year Plan. As an example of this 
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policy, the Argentine branch of the United States pharma- 
ceutical concern E. R. Squibb & Sons has been awarded a 
monopoly for the manufacture and sale of penicillin. 

Trade between the United States and Argentina has 
been rising steadily since World War I until 1949. For 
some time, the United States has held second place in 
Argentina’s exports (15 percent in 1946 compared to 
Britain’s 22 percent). But we reached first place in her 
imports in 1947 when this figure hit 180 million dollars 
or more than two and a half times as much as we sent to 
Argentina in 1939. Despite the 1948-1949 decline of 
United States exports to Argentina, as a result of her dollar 
shortage, the United States has potentially the inside track 
and could again become Argentina’s chief supplier and best 
customer. 

Certainly, Argentina needs United States farm and in- 
dustrial machinery of every type as well as electrical 
supplies and apparatus, steel-mill products, chemicals, and 
airplanes for her fast-growing civil aviation. She needs 
American automobiles. She wanted 15,000 tractors in 1949. 
Argentina could load up the world with orders for hydro- 
electric equipment alone. No one country could fill all of 
them. 

Living standards are far below those in the United 
States, although the average small landowner and share- 
cropper in Argentina are better off than their prototypes in 
other Latin-American countries. Agricultural purchasing 
power is declining. The Argentine wheat farmers, for ex- 
ample, complain that if they grow 250 acres of wheat, 
harvest about a ton of wheat from 2.5 acres, and receive 
only current prices from the Government’s export trust, 
they cannot earn a living for their families. 

On the basis of our working formula of an average post- 
war investment of $1,000 per inhabitant, Argentina with 
her 16 million population should receive credits totalling 
16 billion dollars to be drawn upon within fifty years and 
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to be repaid in the course of a century. If we remember 
that the civilian part of the Argentine Five Year Plan calls 
for an average annual outlay of about 500 million dollars, 
we can readily visualize how much faster a credit of 16 
billion could hasten Argentina’s march toward complete 
maturity. 

For the success of her Five Year Plan, Argentina must 
obtain the aid of United States technicians and specialists. 
The Five Year Plan legislation specifically permits the 
temporary employment of foreign technicians; indeed, 
Argentina has already requested the assistance of Ameri- 
can know-how in setting up her steel industry. 

Our proposal for effective supervision of American in- 
vestments in debtor countries will have special significance 
_in modern Argentina. The Government is wavering be- 
tween chauvinistic, anti-capitalistic, and anti-foreign laws 
and pronouncements and the sober perception that the 
country’s financial strength will in large measure depend 
upon United States money and technique. Argentina can 
be expected to become a solid partner in the economic de- 
velopment of South America once the United States begins 
to furnish expert guidance in the ways and arts of peace, 
for construction of roads, machines, and houses, and for 
the extension of medical care, sanitation, and other requi- 
sites of well-being. Such help toward a healthy capitalistic 
mode of development can be an antidote against the fascist 
infection suffered during World War II as well as an im- 
pressive showing of hemispheric unity to the onlookers in 
the Kremlin. 

In Latin America, the armed forces often dominate poli- 
tics. Before World War II, many of these were trained by 
Germany. We know that some of the Latin Americans, 
Argentines in particular, absorbed political ideas as well 
as military methods from the Nazis. 

President Truman’s program for United States military 
assistance to Latin America, therefore, aims at standardiza- 
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tion of equipment and training and the dissemination of 
the political doctrines of democracy throughout the West- 
ern Hemisphere. “We are firmly against placing weapons 
of war in the hands of any groups,” he declared, “‘who may 
use them to oppose the peaceful and democratic principles 
to which the United States and other American nations 
have so often subscribed.” 

But military aid covers only one aspect of United States- 
Latin-American relations. Sound economic conditions and 
the improvement of living standards remain the most es- 
sential ingredients of peace and security in Latin America 
as everywhere else. By including Argentina in our scheme 
of hemispheric solidarity, we can further restrict Rus- 
sia’s opportunities for undermining American democracy 
through fifth columns in our neighbor states to the south. 

There is little difference in the operating methods of a 
fascist police state and a communist police state. Our pro- 
gram of substantial aid for industrial development should 
help to educate Argentina further away from fascism and 
closer to capitalism. 

We have considered Argentina as a case history of what 
we must do throughout Latin America because we wished 
to show that the formula proposed in this book can combat 
peril from the extreme right as successfully as it can com- 
bat peril from the extreme left. The precepts and patterns 
apply to greater or less degree to all Latin-American na- 
tions, Brazil as well as Chile and Peru and Colombia and 
Venezuela and Uruguay and all the others. 


XIV 


Israel; Catalyst of the Middle East 


AutTHouGcH JERUSALEM is the Mecca of the Hebrew re- 
ligion, the founding of the state of Israel was determined 
largely by economic considerations. The state of Israel 
promises to be an economic oasis in a vast, feudal slum 
of sand. 

Already Israel is becoming the industrial, agricultural, 
and maritime pace-setter and axis for the Middle East, for 
Trans-Jordan and Syria, for Iraq and Saudi Arabia, and 
for all the other member states of the Arab League. In the 
minds of Jews in most parts of the world, there has been 
conflict between their interest in what was until lately 
Palestine as the homeland of their religion and as the 
situs of their Semitic ancestry. Many Jews are uncertain 
as to whether or not the dominant note in their lives as 
Jews is religion or race. Now, today, with the state of Israel 
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in being, existing as an unassailable fact, neither the re- 
ligious nor racial aspects are any longer of first importance. 
Rather it has been—and remains—the economic needs of 
Jews around the world that have, in large measure, shaped 
the development of the state of Israel. For various reasons, 
political and pathological, Jews in many places lost their 
opportunity to earn a livelihood, to prosper, even to sur- 
vive in an atmosphere of minimal freedom. To escape such 
persecutions, in their varied and various forms, thousands 
of Jews—notably during the past twenty years—descended 
upon Palestine. 

For centuries, Jews have suffered economic discrimina- 
tions and disadvantages, but their ancestral faith has kept 
Palestine alive in their hearts and minds as the place of 
their final salvation, moral and material. The state of 
Israel now holds forth the hope to the Jew for economic 
deliverance by furnishing him with the opportunity to 
find and develop himself as an economic integer in the 
world equation of economics. Since all peoples, whether 
democratic, socialistic, or communistic, talk essentially the 
same language when economics are involved, the state of 
Israel has a genuine chance to expand her recognition and | 
place in the world by becoming economically prosperous 
and stable. 

The present tremendous increase in immigration (at a 
rate of 400,000 “repatriates’” during the four-year span 
from 1948 to 1951) means that the population of Israel, 
swollen by newcomers alone and aside from births, will 
have grown 61 percent by January 1952 to a total of around 
a million. Yet, this very rapid growth in population, despite 
temporary shortages in housing, in jobs, and even in the 
food supply, will not result in overcrowding Israel. Once 
the Jordan Valley Authority has been established, along 
the lines of the TVA, Israel can absorb 5,800,000 inhabi- 
tants comfortably. There is no problem of room. Indeed, 
if Israel’s population density were to equal that of Bel- 
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gium, it would accommodate 4,200,000, and to equal that 
of England, some 2,900,000. 

The world must look upon the state of Israel as the 
seminal force in converting all of the Middle East from the 
Middle Ages to the mid-twentieth century—technologi- 
cally, educationally, financially, politically. Since the be- 
ginnings of recorded time, the Jews have belonged to all 
peoples and have been part of all peoples. They, therefore, 
bring to their own state of Israel the distillation of high 
capacities drawn from all lands and all races of men. That 
feeling of not belonging which has plagued the Jew in the 
past has now become an acute sense of belonging as poten- 
tially an economic equal in the world where the economic 
influence remains, if not supreme, at least crucially signifi- 
cant, indeed. 

Certainly, we do know that the Jew in his migrations 
throughout the Western world has acquired Western law, 
Western ideas, and Western practicality. Some of those 
who now inhabit the new land of Israel are people who 
have gained phenomenal success in their locations in other 
parts of the globe. Hence, it can hardly be gainsaid that 
their innate virtues of diligence, sobriety, application to 
the task at hand, and the like, as refined and polished by 
their sojourn in the Western world, will become simul- 
taneously beacon and refuge for all the Middle Eastern 
peoples who strive for freedom and security. The Mosaic 
laws, which have been the foundation stones of personal 
liberty and public morality from the beginning of history, 
will henceforth exert in the state of Israel a new influence 
upon man’s ways of work and wealth. 

Contrary to popular belief, Israel’s is not exclusively, nor 
even primarily, an agricultural economy, despite the enor- 
mous amount of publicity that has been given to the 
olives, oranges, lemons, wheat, and barley as raised on the | 
various collective farms settled by the original pioneers or 
the Chalutzim, who arrived in Palestine primarily devoted 
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to the idea of upbuilding the land by means of their own 
labor. 

Since 1921 forward, an ever-increasing number of those 
who came to Palestine had middle-class backgrounds and 
skills or industrial backgrounds and skills and had made 
their place in the factory and counting-house and office 
rather than upon the land. While in the United States, for 
example, 1 out of every 6 gainfully employed is to be 
found on the farm, the Israel ratio is 1 out of every 814. 
Hence, only some 12 percent of Israel’s people is engaged 
in agriculture, while 25 percent is in industry, 15 percent 
in commerce and finance, and 13 percent in the professions; 
the rest are found in building, construction, and public 
works, in civil service, and in military pursuits. 

During the last sixteen years particularly, there has been 
a quite prodigious enlargement of capital and equipment. 
The result is that today some 275,000, or 43 percent of the 
current population, now depend upon pay envelopes and 
not upon the produce of the soil for their livelihoods. 

The contrast becomes even sharper when it is pointed 
out that in 1930, there were 5 industrial plants employing 
more than 100 persons each. There are now 55 establish- 
ments of this character; from 1940 to 1946, 1,093 new 
enterprises were established. 

Today’s Israel contains virtually every facet of modern 
industry except the very large-scale steel rolling-mills and 
the conveyor-belt type of mass production dramatized by 
America’s automobile manufacturing. It has metal, textile, 
cement, chemical, and machine tool factories. It has shops 
for diamond cutting, for making clothing, and for printing. 
It has stone quarries. It has leather and woodworking fac- 
tories. And it has, to an ever-increasing extent, both the 
generation and distribution of electric power as well as the 
manufacturing of appliances to utilize that power. 

As a portent of the speed and scope of Israel’s future 
economic expansion, consider the city of Haifa which the 


230 PEACE BY INVESTMENT 


Israeli Government regards as the potential Detroit-Pitts- 
burgh-New York of Israel. 

According to M. Z. Frank, Haifa’s economic develop- 
ment after World War I was stimulated by the influx of 
some 13,000 European Jews between 1920 and 1931, bring- 
ing new money, skills, and initiative. It was given still 
further stimulus by the 1926 decision of the House of 
Commons to lend Palestine £1,250,000 to extend Haifa’s 
harbor and to construct piers, warehouses, and storage 
docks in order to make it into the country’s foremost port. 

Twelve months later, the Anglo-French-United States- 
controlled IPC (Iraq Petroleum Company) finished run- 
ning pipe-lines to carry 2 million tons of oil a year to 
Haifa’s port. By 1939, in time to be of invaluable service 
to British military operations in World War II, three large, 
modern refineries had been put up by British interests, the 
Consolidated Refineries, in Haifa. 

Meanwhile, starting in 1923, the Jews were establishing, 
at a cost of £P5,387,000, the Palestine Electric Corp. which 
supplies the entire nation (except Jerusalem) and Trans- 
Jordan with electricity. A year later they founded the 
Hebrew Technical College and staffed it with able chem- 
ists, physicists, engineers, and metallurgists from Germany 
and the United States. 

From the mid-twenties forward, the Jews of Haifa, some- 
times by themselves but more often with the aid of outside 
capital, either set up or expanded such critical metal- 
making and metal-working establishments as the Cluson 
steel works, the Vulcan Foundries (casting, pipes, machine 
parts, batteries, bathtubs, enamelware), and others turning 
out wire, cables, precision instruments. The Jew also fos- 
tered, among other enterprises, the Portland Cement Works 
(Nesher), the Ata Textile mills, the Shemen Co. (oils and . 
soap), the Nur match factory, and many more. 

The ownership of Haifa business ventures is often ex- — 
tremely complicated. Some are privately controlled like © 
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the South African Binyan Mortgage Co., Ltd. It was started 
twenty-eight years ago by a group of South African Jews to 
grant building loans at moderate interest rates over a 
period of twelve years to people who wanted to erect their 
own homes. The flour mills (Les Grands Moulins de Pales- 
tine) are owned by the Palestine Jewish Colonization Asso- 
ciation (PICA) financed by the Paris branch of the 
Rothschild family. 

Then there is the Solel Boneh, Ltd., which in its cor- 
porate origins and ramifications is like nothing else in the 
world. Solel Boneh is a construction company, the largest 
in Palestine. It is owned by the Jewish Labor Federation of 
Palestine (Histadrut) which is supported by Jewish trade 
unionists in America and elsewhere. 

But Solel Boneh displays a tremendous amount of capi- 
talistic vigor. It is capitalized at around £P800,000 and, in 
addition to its construction activities, it also functions as a 
holding company under the name of Koor Industries and 
Crafts, Ltd. During the past seven years, it has purchased 
Phoenica Glass, Ltd. (ampoules, window glass, bottles, 
vases, tubing, household glassware), and the Vulcan Foun- 
dries and has acquired majority interest in the Palestine 
Portland Cement Works, Ltd., and the ownership of Ham- 
gaper, Ltd., rubber products. It is now preparing to buy 
other existing industrial establishments and to start new 
ones on its own. 

Since the constitution of the new Government is pat- 
terned after the American, its inherent democracy natu- 
rally encourages private enterprise. At the moment, Israel’s 
most urgent need is private capital investment. Signifi- 
cantly, more than 80 percent of the funds hitherto invested 
in Israel’s economy, from 1921 to the present time, has 
come from private sources. Various companies, such as 
Israel Corporation of America which is financing a 6- 
million-dollar multiple housing development for new im- 
migrants, are selling a combination of common and 
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preferred stock for a total price of $25 a share. For some 
years now, the Palestine Economic Corporation has op- 
erated in what now is the state of Israel and contiguous 
areas. It has a record of far-sighted management and suc- 
cess that cannot be surpassed even by the most efficiently 
run United States corporations. 

The Jew has a great industrial sense; he has a sense of 
realism and of idealism and knows how to work. With his 
abilities clearly demonstrated in making deserts into gar- 
dens, his diligence and perspicacity certainly portend an 
infusion of some of the United States type of economic 
dynamism into the arid Middle East. The world must see 
Israel as the potential for economic leadership in making 
all of the Middle East industrially great. 

The history of Palestine, especially over the last forty 
years, has demonstrated that the Jews can work with the 
Arabs—that is, with the common people. The overlordship 
of Britain and the overlordship of the feudal leaders of 
Arabian lands are the only casualties that need be expected 
from a strong and forward-looking Israel. Since only a few 
of the Arab effendis, pashas, or sheiks have been unselfish 
leaders of their people, the democratizing influence of the 
Israeli nation will develop a totally new and much larger 
middle class in these Arab countries as part of the new 
industrialization which must come into being all through 
the Middle East. These men can become the real construc- 
tive leaders of a new civilization. At the same time, they 
will not only benefit themselves but will also contribute 
toward raising the living standards of those who are now 
held down. 

The state of Israel starts out with, and will maintain, the 
principles of freedom in both civil liberties and economic 
opportunity. We in the West need a strong partner in the © 
Middle East to combat communism and to build new mar- 
kets for our own goods. There are about a million people 
in Israel today—Arabs, Jews, and Christians. A billion- 


CATALYST OF THE MIDDLE EAST 233 


dollar credit would be the finest and safest investment we 
of the United States could make for a rampart and bastion 
in the Middle East, toward the creation of an outpost of our 
own civilization and our own way of life. 

The state of Israel can by itself assure the West of the 
continuation of at least one great natural resource, and 
that is the oil which underlies a great part of Arabia. The 
possibilities of a Euphrates power project, a Jordan power 
project, and a Dead Sea power project * have such great 
potentials for good and for the beginning of the industriali- 
zation of Africa, of Asia, as well as of Israel as the door to 
the Middle East that we should welcome the opportunity of 
investing in the new state of Israel to the tune of many 
billion dollars. 

We should finance Israel unreservedly on the basis that 
she is the best bet possible in a world of gambles. Our for- 
mula of $1,000 per person over a fifty-year period is 
especially applicable to this country populated by an ad- 
mittedly large percentage of dependable, resourceful peo- 
ple. The United States, through the Export-Import Bank, 
already has made available 100 million dollars. 

But this is only a beginning. Since the Middle East, like 
the Balkans, has always been a danger spot, a powder keg 
which if ignited could literally and figuratively blow up 
the world, the economic prosperity and security of Israel 


* The scheme briefly is something like this. (1) The waters of the Jordan and 
Lebanon rivers would be sent through long canals to irrigate the whole Jor- 
dan Valley and much of the area around Galilee and Lake Hule. This would 
bring under irrigation thousands of square miles of waste land. (2) Water 
from the Mediterranean would be piped overland to the Dead Sea. The Dead 
Sea is 1300 feet below sea level, and this drop would be used to operate hydro- 
electric plants along the way. The Jordan River valley project and the Medi- 
terranean project, which are a unit, would probably cost somewhere between 
500 million to a billion dollars but would earn every cent back in a shorter 
time than most other investments of that kind could possibly do in any other 
part of the world. The fact also should be clear that the vitals of this proposed 
Jordan Valley Authority would likely be outside the state of Israel, but only 
Israel at the present time could be looked to to do the job which such a devel- 
opment would entail. 
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mean more than new markets for United States exporters, 
more than the economic invigoration of the entire Middle 
East, more than a bulwark helping the United States and 
her partners in the West to contain communism. They are 
a prophylaxis against the onset of World War III. 
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